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The Department of State BULLETIN, 
a weekly publication issued by the 
Office of Public Services, Bureau of 
Public Affairs, provides the public 
and interested agencies of the 
Government with information on 
developments in the field of foreign 
relations and on the work of the 
Department of State and the Foreign 
Service. The BULLETIN includes se- 
lected press releases on foreign policy, 
issued by the White House and the 
Department, and statements and ad- 
dresses made by the President and by 
the Secretary of State and other 
officers of the Department, as well as 
special articles on various phases of 
international affairs and the func- 
tions of the Department. Informa- 
tion is included concerning treaties 
and international agreements to 
which the United States is or may 
become a party and treaties of gen- 
eral international interest. 
Publications of the Department, 
United Nations documents, and legis- 
lative material in the field of inter- 
national relations are listed currently. 
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United States Submits to Inter-American Peace Committee 
Memorandum on Provocative Actions of Cuban Government 


Press release 366 dated June 29 
DEPARTMENT ANNOUNCEMENT 


The United States Government submitted to the 
Inter-American Peace Committee on June 27, 
1960, for its information, a memorandum entitled 
“Provocative Actions of the Government of Cuba 
Against the United States Which Have Served To 
Increase Tensions in the Caribbean Area.” A 
copy of the memorandum is attached. 

The memorandum was submitted in response to 
previous requests made by the Peace Committee 
tothe American governments for information and 
points of view regarding international tensions in 
the Caribbean area. This is a subject which is 
being studied by the Committee in accordance with 
the assignment given it by resolution IV of the 
meeting of American Foreign Ministers held in 
Santiago, Chile, last August. 

The memorandum refers only to one aspect of 
the problem of Caribbean tensions. The United 
States has already furnished certain information 
to the Peace Committee in connection with this 
problem and will continue to provide such infor- 
mation as is relevant to the Committee’s study. 


TEXT OF MEMORANDUM 


ProvocaTIve ACTIONS OF THE GOVERNMENT OF CUBA 
AGAINST THE UNITED STATES WHICH HAVE SERVED To 
INCREASE TENSIONS IN THE CARIBBEAN AREA 


For over a year the Government of the United States 
and other governments of the hemisphere have been in- 
creasingly concerned over the rising tensions in the 
Caribbean area and the consequent threat to the peace 
and stability of the hemisphere. In response to the pre- 
vious requests made by the Inter-American Peace Com- 
littee of the American governments for information and 
— 
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points of view regarding this subject, this memorandum 
is being presented to provide information to the Com- 
mittee about one aspect of the foreign policy of the 
Government of Cuba which, because of its provocative 
character, has contributed, and continues to contribute, 
to international tensions in the Caribbean area. 

The Government of Cuba has for many months con- 
ducted an intense campaign of distortions, half-truths, 
and outright falsehoods against the United States Gov- 
ernment, its officials, and the people of the United States. 
The United States has responded to these hostile attitudes 
and actions of the Cuban Government with patience and 
forbearance in the hope of avoiding to the extent possible 
impairment of the friendliness and mutual confidence 
which traditionally have existed between the two coun- 
tries and their peoples. 

This exercise of restraint, however, has been in vain. 
The reaction of the Government of Cuba has been to 
intensify its attacks and expressions of hostility toward 
the Government and people of the United States. The 
United States Government considers this systematic cam- 
paign of hostile propaganda to be offensive and unwar- 
ranted and so informed the Government of Cuba in an 
aide-mémoire of June 4, 1960, a copy of which accom- 
panies this memorandum (annex 1). A continuation of 
these attacks cannot fail, in the opinion of the Govern- 
ment of the United States, to contribute further to ten- 
sions in the Caribbean area. 

When problems or difficulties develop between member 
governments of the Organization of American States, 
the principles of the Organization require that those 
governments make an earnest effort to ascertain the 
facts and to seek solutions in good faith. This the 
United States has sought to do with respect to the fre- 
quent charges and attacks leveled by the Government 
of Cuba at the United States. It is clear, however, that 
the Government of Cuba, far from seeking to ascertain 
facts, has preferred to exploit opportunities for exciting 
suspicion and hostility on the basis of unfounded charges, 
distortions and half-truths. The continuation of this 
policy on the part of the Government of Cuba can in 
the long run only result in undermining the principles of 
inter-American cooperation and in making more diffi- 
cult the maintenance of conditions of friendly, coopera- 
tive relations to which all members of the Organization 
of American States are committed. 
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La Coubre Incident 

An illustration of the provocative attitude of the 
Government of Cuba is given by the charges leveled 
against the United States in connection with the explo- 
sion aboard the French vessel, La Coubre, while it was 
discharging ammunition in the Bay of Habana on March 
4, 1960. The loss of life, the injury to persons and the 
damage to property in connection with this tragic inci- 
dent were the cause of widespread sorrow. The United 
States Government promptly expressed its condolences 
to the Government of Cuba over this tragedy. However, 
within a few hours the propaganda agencies which reflect 
the views of the Cuban Government implied that the 
United States was responsible for the disaster. No evi- 
dence whatsoever was adduced to support this implica- 
tion, but statements made by the controlled Cuban press, 
and by such well-known spokesmen of the Cuban Goy- 
ernment as radio commentator José Pardo Llada, left no 
doubt whatsoever that the United States stood accused by 
the Cuban Government of perpetrating the explosion. 

This attitude of the Cuban Government was then con- 
firmed by Prime Minister Fidel Castro himself in a speech 
on March 5 at the funeral of the victims of the La Coubre 
incident. The Prime Minister identified the United States 
as the responsible agent of the explosion while at the 
same time admitting that “we do not have conclusive 
evidence.” 

The United States has, of course, categorically rejected 
these charges as having no foundation whatsoever. 
Nevertheless, the Government of Cuba has preferred to 
continue its campaign of charging the United States with 
responsibility for the blowing up of this vessel while fail- 
ing to provide any kind of substantiating evidence. It 
has further aggravated the situation, exceeding the 
bounds of normal diplomacy, by having its ambassadors 
throughout Latin America give wide distribution, under 
diplomatic frank, to Prime Minister Castro’s speech of 
March 5 in a pamphlet filled with tragic pictures of this 
disaster. The obvious intent of this pamphlet was to leave 
the impression that the United States was responsible for 
the La Coubre incident. The same pamphlet was also 
sent by the Cuban Ambassador on the Council of the Or- 
ganization of American States to other members of the 
Council. The Delegation of the United States on the 
Council protested this action in a note of June 7, 1960, to 
the Cuban representative, a copy of which is enclosed 
for the records of the Committee (annex 2). 

In addition, the text of Prime Minister Castro’s speech 
of March 5 was recently issued in a pamphlet of the 
Government-controlled Confederacién de Trabajadores de 
Cuba (CTC). By means of the illustration on the cover 
and in the statements appearing in the introduction to 
this pamphlet, the CTC clearly accuses the United States 
Government as being responsible for the La Coubre 
disaster. 

Attack on U.S. Submarine 

Recently a potentially grave incident involving armed 
attack occurred on the high seas. A United States naval 
vessel, the U.S.S. Sea Poacher, a submarine, while navi- 
gating on the surface on the high seas in a recognized and 
well-traveled sea lane, was fired upon without warning 
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by a Cuban Coast Guard patrol vessel on May 6, 1960, 
The submarine was at the time approximately 11 miles 
from the Cuban coast, as verified in a careful investiga. 
tion of the incident made by the United States naval 
authorities. 

In line with its policy of attempting to maintain ap 
atmosphere of peace and calm in the Caribbean area and 
to avoid misunderstandings, the Government of the United 
States originally made no public mention of the incident. 
Neither the submarine commander nor this Government 
could quite believe that what at first appeared to bea 
question of identification at sea (since red tracers from 
the Cuban boat were mistaken by the submarine for 
emergency distress signals and a failure of communica- 
tions) was really an armed attack. It simply did not 
occur to the commander that it was possible that the 
naval vessel of an American country with which the 
United States was at peace would open fire on a United 
States vessel without cause. 

It was not until May 138, 1960, when the Prime Minister 
of Cuba, Dr. Fidel Castro, in a televised speech in Ha- 
bana, referred to the matter, that the Government of the 
United States learned for the first time what actually had 
happened. This is a translation of Dr. Castro’s words: 


“On the sixth of May at 22 hours, the coast guard cutter 
Oriente sighted five miles off the coast of Matanzas a 
North American submarine which it followed and reache 
near Cape Blanco, firing several shots at it until it identi- 
fied itself as the C-4—-CL.” 

It must be stressed that Dr. Castro in his remarks stated 
that the U.S.S. Sea Poacher was five miles away from the 
Cuban coast. The point is important because four para- 
graphs later in the same speech the Cuban Prime Minister 
stated categorically that three miles is the limit of Cuban 
territorial waters. Hence there can be no question evel 





in Dr. Castro’s mind about the fact that the United States 
craft was on the high seas. 

On May 14, 1960, the Cuban Chargé d’Affaires was asked 
to call at the Department of State and was informed of 





the astonishment and of the protest of the Government 
of the United States over the Cuban action. An explana- 
tion of this action was requested ; however, none has bee 
received from the Cuban Government, and on June 1l,) 
1960, Dr. Castro said in a television speech that none| 
will be given. Thus, in this hostile act on the high seas | 
Cuban authorities demonstrated a preference for pro 
moting unfriendly relations rather than for ascertaining 
facts and seeking amicable solutions. 

For purposes of the record, there is attached a state 
ment prepared by the United States Department of the’ 
Navy giving the facts of the encounter on May 6 of the 
Cuban coast guard vessel Oriente and the U.S.S. Se 
Poacher (annex 3). 


Air Incursions 


The President of Cuba, while recently visiting othe? 
countries in Latin America, continued the Cuban Gor} 
ernment’s attacks against the United States. At a pres 
conference in Montevideo, Uruguay, for instance, Presi: 
dent [Osvaldo] Dorticos spoke about air incursions agains! 
Cuba by “North American” planes flown by “North Amer 
ican” pilots from “North American” bases, implying that ) 
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these flights were inspired or tolerated by the United 
States Government. He referred to the circumstances 
that in Argentina he had been asked if the planes and 
pilots belonged to the United States Air Force. He dis- 
missed the inquiry as a naive question, but then made 
dear his intent by referring to “two North American 
pilots’ blown up at the Cuban sugar mill “Central 
Espafia.” He said that he did not want to assert that 
the United States Government was sponsoring these in- 
cursions because he did not have evidence, but he then 
proceeded to imply that the United States Government 
looked with favor on these flights. 

This matter of air incursions over Cuba and the im- 
plication that the United States Government is a party to 
these operations is a constant theme expounded by Cuban 
Government officials and by the official press and radio 
in Cuba, despite repeated United States reassurances to 
the Cuban Government on this point. 

On October 27, 1959, Ambassador [Philip W.] Bonsal 
discussed with the Cuban President and Minister of State 
the over-all state of current United States relations with 
Cuba. The Ambassador made clear the sympathetic in- 
terest which the people and Government of the United 
States had taken in the freedom and well-being of the 
Cuban people and nation, and said that it remained the 
sincere desire of the United States that relations between 
itand Cuba should be based on friendship, mutual re- 
spect, and mutual interest. The Ambassador also stated 
that the United States Government and its officials had 
scrupulously avoided statements or actions, especially 
those of an intemperate nature, which would impair the 
mutual respect and feeling of confidence necessary to 
healthy and productive relations between Cuba and the 
United States. He referred specifically to the problem 
of air incursions and assured the Cuban Government 
that the United States would continue diligently to in- 
vestigate and take all appropriate action within the law 
in any such cases and would welcome specific information 
and evidence from the Government of Cuba to assist in 
law enforcement. The Ambassador stated that the United 
States deeply deplored incidents of this kind and that it 
Was prepared to use to the full measure all of its facilities 
to prevent infractions of the law. At the same time the 
Ambassador rejected all inferences that the Government 
of the United States, its officials, or the people of the 
United States would give support to or countenance illegal 
activities against the Government of Cuba. A copy of 
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issued in conjunction with Ambassador Bonsal’s call on 
the President of Cuba, is attached for the information of 
the Committee (annex 4). 

Despite these assurances, the Government of Cuba and 
itscontrolled propaganda agencies continue to make im- 
plied charges of United States-inspired air incursions 
against Cuba in an obvious attempt to stir up animosity 
toward the United States within Cuba and throughout 
the hemisphere. Speeches and sensational news articles 
Containing deliberate distortions have been resorted to in 
the making of these charges. 

Because of the seriousness of these oft-repeated charges 
‘gainst the United States, it is considered important to 
teview the facts concerning such flights as well as the 
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actions taken by the United States Government to prevent 
the use of its territory as a base of illegal activities against 
Cuba. 

In October 1959, Major Diaz Lanz, former Chief of the 
Cuban Air Force in the Cuban Government, left United 
States territory in an unarmed plane without the knowl- 
edge of the United States authorities. Major Diaz Lanz 
flew over Cuba and dropped propaganda leaflets on the 
City of Habana. Prime Minister Castro promptly charged 
that Major Diaz Lanz had also dropped bombs on the City 
of Habana causing damage to human life and property. 
His charge completely disregarded the report of the Na- 
tional Police of Cuba that the Diaz Lanz plane had not 
been observed to have engaged in either bombing or 
strafing. 

On his return to the United States, Major Diaz Lanz was 
apprehended by United States authorities and his plane 
was seized and examined. It was clearly established that 
the plane could not have carried or dropped bombs or 
mounted machine guns and that the only activity in which 
Major Diaz Lanz had engaged was the dropping of propa- 
ganda leaflets. The United States Government expressed 
its regret for this incident publicly and issued a press 
release on November 9 (copy attached as annex 5) con- 
cerning the results of its investigation which showed that 
only propaganda leaflets had been dropped. The informa- 
tion obtained in the investigation was also communicated 
officially to the Cuban Government by the United States in 
a note of November 9, 1959, a copy of which is attached 
(annex 6). 

Despite the prompt and energetic action taken by the 
United States Government, and its expressions of regret 
for the incident, the Cuban Government and its propa- 
ganda agencies have continued to foment the idea that 
Habana had been “bombed.” As recently as May 31, 1960, 
the United States Government had to protest strongly ina 
note (copy attached as annex 7) the dissemination in the 
United States by the Cuban Consulates General in New 
York City and Miami of a pamphlet entitled “Cuba De- 
nounces Before the World.” This pamphlet repeated the 
unfounded allegations that on October 21, 1959, the City 
of Habana had been bombed with explosives and strafed 
from two aircraft based in the United States and implied 
that the United States Government countenanced these 
flights. This continued disregard by the Cuban Govern- 
ment of facts surrounding a serious international inci- 
dent, and its continued use of proven untruths, is an out- 
standing example of the provocative policy being followed 
by the Cuban Government with respect to its relations 
with the United States. 

A second illegal harassment flight which is believed to 
have originated in the United States involved a light plane 
which on February 18, 1960, exploded in mid-air over a 
Cuban cane field under circumstances which have never 
been clarified. The two pilots, one a United States citizen 
and the other a Cuban, were killed. Again the United 
States expressed publicly to Cuba its regrets over this 
illegal flight. 

A third flight on March 20-21 involved two United States 
citizens, William J. Shergalis and Howard Rundquist, 
whose plane was damaged by Cuban gunfire as it landed 
on a highway in Cuba. A Grand Jury in a United States 
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District Court, Miami, Florida, has completed an investi- 
gation of this flight, and as a result has indicted Shergalis 
and one Hector Garcia Soto for acting as agents of the 
Cuban Government without having filed with the Attorney 
General of the United States the registration statement re- 
quired by United States law. The indictment, a copy of 
which is attached (annex 8), states that acting under the 
direction of the Government of Cuba, Shergalis and Garcia 
arranged for the airplane flight which left Fort Lauder- 
dale, Florida, on March 20, and ended in Cuba on March 21. 
It may be added that Garcia, at the time, was a Cuban 
employee of the Cuban Consulate in Miami. 

A fourth apparently illegal flight, which took place in 
May, resulted in the death of a light plane’s single occu- 
pant, the pilot, a United States citizen, who was shot and 
killed in Cuba reportedly when attempting to pick up 
several Cuban passengers. This incident is still under 
investigation by the United States authorities. 

There are no other cases where there is any substantial 
evidence known to the United States authorities that air 
incursions over Cuba have originated in the United States. 
Nevertheless, it is recognized that the long Florida coast 
line, the presence in that state of considerable numbers of 
Cuban political refugees, and the numerous airports in 
the general area constitute a combination of factors con- 
ducive to the undertaking of adventures against Cuba. 
Therefore, the United States has taken most unusual 
precautions against illegal air incursions from its terri- 
tory affecting Cuba.2 These measures have been ex- 
plained in detail in United States communications * to the 
Inter-American Peace Committee dated November 9, 1959, 
and March 30, 1960. They constitute the most rigorous 
and elaborate system of controls ever adopted by the 
United States Government in time of peace. Yet the 
Cuban Government has shown no recognition of the ef- 
forts of the United States to stop such activities, and has 
continued to picture the United States Government as 
permitting and encouraging continuous and numerous 
deliberate air incursions against Cuba, an allegation 
which is completely unfounded. 

Furthermore, the United States Government has on 
various occasions formally requested the cooperation of 
the Government of Cuba in supplying data with regard 
to air incursions (such as time, type of plane, its move- 
ments, ete.) which would assist United States authorities 
in determining their origin and otherwise aid them in 
investigative and policing efforts. At no time has the 
Government of Cuba provided the United States with the 
information requested, thus demonstrating once more its 
lack of interest in ascertaining facts as a basis for re- 
solving problems. 


False Allegations by Cuban Officials of United States 
Aggression Against Cuba 

According to Revolucion, officially inspired news organ 
published in Habana by the 26th of July Movement, 
President Dorticos in his recent Montevideo press confer- 





*For a Department of Justice announcement of Nov. 1 
and a letter from Secretary Herter regarding intensifica- 
tion of enforcement of U.S. laws governing departure for 
Cuba, see ibid., Nov. 23, 1959, p. 757. 

* Not printed here. 
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ence was asked about the danger of armed aggression 
against Cuba. The President said in effect that when jt 
came it would be from the United States. He said that 
the revolutionary government was not worried by the 
threat of invasion from Batista followers, counterrevoln. 
tionaries, or war criminals. But he added that there wa 
a maneuver for aggression afoot. It is obvious from Dr, 
Dorticos’ position that he was accusing the United States 
Government of planning an armed attack on Cuba, for 
which it was using Communist penetration in Cuba as an 
excuse. 

As recently as June 8, 1960, in a particularly hostile and 
vitriolic speech, Dr. Fidel Castro again accused the 
United States of planning an armed attack on Cuba when 
he said that if the United States invaded Cuba, this island 
would become another Algeria. Throughout this speech, 
Dr. Castro frequently referred to an impending invasion 
and when he stated that “if they try to attack us, they 
shall be defeated” there was no question but that “they’ 
referred to the United States. 

In a speech on the following day, June 9, 1960, Dr. 
Castro charged that blind egotistical forces of the United 
States threatened to sow more violence and death in Cuba 
than the blind forces of nature had caused in Chile. In 
the same speech, Dr. Castro injected the La Coubre dis. 
aster once more, stating that this incident was still fresh 








in everybody’s mind and that it was provoked by power. 
ful interests which wanted to destroy the revolution. He 
further said that this type of disaster was much worse 
than those resulting from natural causes because it was 
criminally conceived and executed. The reference to the 
United States within the context of his speech was very 
clear. 

The United States has repeatedly stated that it has u 
aggressive designs against Cuba. Its conduct toward 
Cuba has consistently and repeatedly demonstrated that it 
has no such designs. It strongly supported the recon: 
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mendation of the Fifth Meeting of Consultation o 
Foreign Ministers for the strict observance of the noni} 
tervention principle by all member states of the Organiza 
tion. Nevertheless, high officials of the Cuban Govern) 
ment have continued to make false and provocative ac 
cusations to the effect that the United States intends t0/ 
attack Cuba directly or indirectly. These irresponsible, 
efforts of the Cuban Government to portray the United 
States Government as planning an armed attack reflect 
provocative policy designed to foment tension and under: 
mine the fabric of inter-American solidarity av() 
cooperation. 

If the Cuban Government has any serious reason tl’ 
believe that attacks on Cuba are being organized in tht 
United States, its first obligation as a member of thi 
inter-American community is to bring any information it 
may have on the matter to the attention of the Unite 
States Government in order that the facts may be 0 
tained. Should these efforts fail, the appropriate ah 
cedure would be for the Government of Cuba to bring th 
matter to the the attention of the proper organ of the 
Organization of American States in order that it might be 
considered in accordance with established inter-Americ#! 
procedures. The Cuban Government has on the contrat! 
taken neither action but has consistently preferred to al 
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unfounded charges without substantiation and without 
resorting to the methods which the American States have 
established for the solution of such problems. 

Quban Propaganda Activity in the Diplomatic Sphere 

The continuous attacks by the high officials of the 
Cuban Government against officials of the United States 
Government have been augmented by vicious propaganda 
carried out by many Cuban diplomatic missions and con- 
sular establishments, including those within the United 
States. For example: The Cuban Ambassador in Bolivia 
{José Antonio Tabares del Real] recently stated, “ 
words written in blood remain, reads the Spanish proverb, 
yet the Yankees who surely must know the old adage do 
not cease in their eagerness to civilize. They bomb us, 
shell us, and impose treaties upon us.” 

Aside from the dubious propriety of this extraordinary 
extension of the diplomatic function, statements of this 
nature by Cuban diplomatic officials, which have been 
made against other American governments as well, serve 
also to cause difficulties for the governments to which 
these officials are accredited. 


False Allegation of United States Complicity in a Plot 
toInvade Nicaragua 

On June 10, 1960, Prime Minister Castro in a television 
program made statements that officials of the United 
States Department of State had been participants in a 
plot to embarrass the Cuban Government. The plot was 
described as one in which an invasion attempt against 
Nicaragua was to be mounted in Cuba under the leader- 
ship of one Chester Lacayo, a Nicaraguan exile. 

The allegations of United States involvement in any 
such plot were, of course, entirely false. It can only be 
assumed that this was a part of the deliberate campaign of 
slander being undertaken by the Cuban Government to 
create a false picture of the motives and actions of the 
Government of the United States. 

Some of the false statements which were made by Prime 
Minister Castro were: (1) that Chester Lacayo met with 
Secretary of State Herter and Assistant Secretary Rubot- 
tom (the fact is that he did not meet with either of these 
officials) ; and (2) that a telegram was sent to Lacayo 
hotifying him of an appointment with the Secretary of 
State (no such telegram was ever sent by any official of 
the Department of State). It must be assumed that these 
false statements were made for the purpose of lending 
Some appearance of credibility to the. fictitious account 
48a whole. 


False Allegations by Cuban Press and Radio 

The attacks against the United States by the Govern- 
Nent-inspired press and radio of Cuba have been and 
¢éntinue to be even more virulent. A few of the more 
extreme diatribes broadcasted by Unidén Radio and Radio 
Mambi are included below as evidence of the obvious 
intent of the Cuban Government to further disturb rela- 
tions between the two countries. 

On December 11, 1959, Tony Fernandez, deputy director 
of the Cuban Government-controlled station of the Cuban 
—— Confederation, Unidn Radio, commented: 


Secretary Herter, with the characteristic hypoc- 
tisy he inherited from Foster Dulles, said that the United 
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States was making sincere efforts to better its relations 
with Latin America in general and with Panama and 
Cuba in particular. Christian Herter knowingly lied. He 
lies because what the United States has done and is doing 
in Latin America is nothing but maintaining tyrants in 
power ... The Secretary of State lies when he says that 
numerous attempts have been made to achieve a better 
understanding with Cuba . . . Christian Herter brazenly 
lies when he says the American Government has taken all 
steps to discuss the differences that affect relations be- 
tween the two countries and that the Cuban Government 
gives no indication of being disposed to negotiate... 
What Christian Herter calls negotiating is for the Repub- 
lic to give itself over to the voracity of the octopuses... 
Christian Herter’s hypocrisy is such that he avoids making 
his threatening statements through the official news 
agency of the Yankee government, UPI, and appears on a 
televised program to say that if Cuba does not want to 
sell its sugar to the United States it will accept the offers 
of other countries who are interested in selling their 
SULT 6s” 


Radio Mambi, an outlet of the Government-controlled 
FIEL network (Frente Independiente de Emisoras 
Libres), stated on January 15, 1960: 


“.. » We believe that the United States needs a good 
revolution to sweep away completely that bunch of 
prejudices that weighs on North American reality. We 
believe that a good revolution is needed in the United 
States to do away with the imperialist and colonialist 
mentality of certain exploiting castes and to eliminate 
forever from that grand nation the reactionary remora, 
represented by the majority of its politicians.” 


Radio Mambi on January 22, 1960, stated: 


. Within the revolting panorama of international 
intrigues the most repugnant one is the shady, hypo- 
critical, and moronic policy of the U.S. State Department. 
Greatly to blame for this was a certain John Foster 
Dulles—may God confound him for the immense pool of 
innocent blood which his stupidity formed in the uncon- 
quered fields of Korea! That good man, fortunately now 
dead, collected in a basket all the residues of the worst 
systems put into effect by imperialism and then poured 
the bag of evil onto the anguish of the nations . . . John 
Foster Dulles died of a terrible disease and was replaced 
by his favorite disciple, a Mr. Herter, a robust wolf of 
the imperialist den. Mr. Herter took over and began to 
work to foil our revolution . . . To the invocation of his 
favorite disciple, errant and asinine spirit of Mr. Foster 
Dulles appeared enveloped in sulphurous smoke and 
whispered in Mr. Herter’s ear several words which 
brought a smile to the lips of the U.S. Secretary of State. 
We do not know what Foster Dulles’ disembodied soul 
said to that rogue of a Mr. Herter, but we do know that 
one fine day the old golf player who misrules the United 
States packed his baggage and his little balls, together 
with a map of the world. Mr. Herter, it is time you 
stopped your filthy little game. Roll up your sleeves and 
let us lay our cards on the table. Let us begin the game, 
Mr. Herter, again if you like, but let us play without 
tricks and without marked cards .. .” 


Radio Mambi on March 1, 1960, referring to President 
Sisenhower’s trip to Latin America, stated: 


.. What a visit! It is a political joke. Why did 
Eisenhower decide to visit only four South American 
republics? He chose Brazil because a Mr. Kubitschek is 
there. That gentleman still maintains the old putrid idea 
of Pan Americanism. He chose Argentina because Mr. 
Frondizi is an unhappy comedian who believes in the 
democratic farce maintained by bayonets and who is 
ready to sell his soul to the U.S. devil as long as he can 
remain in power. Mr. Eisenhower chose Chile because a 
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Mr. Alessandri is there, a man who is ruling behind the 
back of his people. He chose Uruguay because he could 
not do otherwise. Since the country is in the path of his 
tour, it would have been discourteous not to visit it. The 
rest of America does not mean a thing.” 


These attacks are the more insidious because the Cuban 
authorities are aware that they are deliberate distortions 
presented in such a manner as to inflame uninformed 
Cuban and Latin American public opinion. Cuban of- 
ficials have protested when the press and public of the 
United States have expressed resentment over these un- 
justified attacks. They could hardly have expected any 
other reaction to such distortions. Furthermore, since 
freedom of the press has been so drastically curtailed in 
Cuba, there is virtually no opportunity for the Cuban 
people to learn the facts in this situation. 


Ea 


In conclusion, it must be stated that the Cuban Govy- 
ernment’s systematic and provocative campaign of 
slander and hostile propaganda against the United States, 
of which various examples have been cited in this memo- 
randum, is a major contributor to international tensions 
in the area of the Caribbean and of the hemisphere as a 
whole. 

DEPARTMENT OF STATE 
Washington, D.C. 
June 21, 1960 


Anneres: 

1. Text of aide-memoire to Foreign Ministry of Cuba, June 4, 
1960. 

2. Note to Cuban Representative on the Council of the Organi- 
zation of American States, June 7, 1960. 

3. Statement of the United States Department of the Navy, 
May 6, 1960. 

4. Department of State press release no. 760, October 27, 1959. 

5. Department of State press release no. 781, November 9, 
1959. 

6. U.S. note to Cuban Ambassador, November 9, 1959. 

7. U.S. note to Cuban Chargé d’Affaires, May 31, 1960. 

8. Indictment of Shergalis and Garcia. 


ANNEXES TO MEMORANDUM 


Annex 1 


[For text of aide memoire to Foreign Ministry of Cuba, 
June 4, 1960, see BULLETIN of June 20, 1960, page 994.] 


Annex 2 


[For text of note to Cuban Representative on the Coun- 
cil of the Organization of American States, June 7, 1960, 
see BULLETIN of June 27, 1960, page 1028.] 


Annex 3 


ENCOUNTER OF A CUBAN COAST GUARD VESSEL AND THE 
UNITED STaTES SUBMARINE SEA POACHER ON May 6, 1960 


On the evening of May 6, 1960, the United States Navy 
Submarine Sea Poacher (SS 406) was en route from the 
Naval Station, Guantanamo, Cuba to the Naval Base at 
Key West, Florida. The Sea Poacher was navigating by 
piloting along the north coast of Cuba through the Old 


84 


Bahama and the Nicholas Channels. At approximately 
9 :30 p.m. while running on the surface on course 325° true, 
speed 15 knots, at position 23 degrees 20 minutes north 
latitude, 80 degrees 16 minutes west longitude, a position 
approximately eleven miles north of the coast of Cuba, 
the bridge personnel on the Sea Poacher sighted the lights 
of an approaching ship dead ahead. The Sea Poacher 
attempted to exchange identifying signals with the ap 
proaching ship by the use of flashing light; however the 
unidentified ship replied with unintelligible light flashes 
and appeared to be maneuvering toward the Sea Poacher 
The Sea Poacher, in accordance with International Rule 
of the Road, sheered to starboard in order to effect 3 
‘“nort-to-port” passage as required in a “meeting” situa 
tion. The unidentified ship then maneuvered to port in 
such a manner that had the Sea Poacher resumed her 
original course, a collision would have been probable 
Therefore Sea Poacher continued turning to starboar( 
until she was approximately 90 degrees from her original 
course, and increased to maximum speed in order to open 
the distance between the two ships and thus avert any 
chance of collision. The unidentified ship fell in asten 
of the Sea Poacher and, at a range of 2500 yards, fired 
what appeared to be several red “flares”. The Se 
Poacher continued opening the range to 4000 yards ani 
then slowed on the assumption the flares might have bee 
distress signals. The unidentified ship continued to fol: 
low the Sea Poacher, extinguishing its running lights, ani 
fired three more bursts of “red flares” while at a range of 
3000 yards. Sea Poacher, still thinking the flares might 
be distress signals, allowed the identified ship to clow 
to 1500 yards on a parallel course off the port beam. The 
unidentified ship then passed astern of Sea Poacher ani 
assumed a parallel course on the Sea Poacher’s starboat! 
beam. During the period the unidentified ship was it 
close proximity, the Sea Poacher again endeavored ti 
communicate by flashing light but received in turn onl 
occasional unintelligible flashes. The Sea Poacher, how 
ever, was able to see the unidentified ship sufficiently wel 








to identify it as a sub chaser. When it became apparel! 
that the ship was not in distress the Sea Poacher increasé 
speed and departed the area in a northwesterly directio 
Through reference to recognition manuals the submaril!) 
chaser was later identified as the former United State! 
Navy submarine chaser (SC-1000), now the Cuban Coas 
Guard Patrol Vessel Oriente (GC 104). 

The initial encounter between the two ships and al 
subsequent maneuvering were in international water, 
well clear of Cuban territorial seas. The Sea Peacher wii 
operating on the surface and displaying the proper navig! 
tional running lights at all times. From analysis of tl 
trajectory and appearance it was believed that the rt 
“flares” which were fired at the Sea Poacher were 20 ml 
tracer type ammunition. This belief was later corrobt 
rated by a statement by the Prime Minister of Cuba.’ 


Annex 4 


[For text of Department statement of October 27, 1% 
see BULLETIN of November 16, 1959, page 715.] 


‘For a Department statement of May 14, see BULLET 
of May 30, 1960, p. 854. 
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Annex 5 


[For text of Department statement of November 9, 1959, 
see BULLETIN of November 30, 1959, page 787.] 


Annex 6 
NOVEMBER 9, 1959 

EXxCELLENCY: I have the honor to refer to a brochure 
received on November 6 from the Press Department of 
the Ministry of State of the Government of Cuba which 
bears the imprimatur of the Public Relations Department 
of that Ministry. This publication is in the English lan- 
guage and is entitled, “Cuba denounces before the world”. 

After carefully reviewing this brochure I must state to 
Your Excellency that I consider it to be a shocking com- 
pilation of half-truths, innuendos and insinuations pub- 
lished in what seems to be a deliberate attempt to inflame 
world opinion against the Government of the United 
States on the malicious pretext that it countenanced or 
gave tacit approval to the flight of a plane or planes 
over the City of Habana on October 21. I find it almost 
unbelievable that the Government of Cuba has seen fit 
to distort and misrepresent this matter in this way. I 
am particularly aggrieved at this action in view of the 
categorie statement of the Ambassador of the United 
States to the President of Cuba on October 27 that the 
Government of the United States possesses no evidence 
that the B-25 aircraft which distributed leaflets over 
the City of Habana on October 21 had also dropped 
bombs or strafed during its flight. In the interim since 
that date a careful examination of this plane has revealed 
that at the time of the flight its bomb bay was fitted 
with a permanent luggage rack which made it impossible 
for it to drop bombs. Furthermore, the automatic 
weapons positions were found to be permanently sealed 
making it impossible to mount machine guns or cannon 
on this plane. No trace was found of explosives or 
weapons or any evidence that weapons had been fired 
from this plane; nor does it bear any marks of damage 
from anti-aircraft fire. The Government of the United 
States has no evidence that any other aircraft from the 
United States was flying over Habana on this occasion. 
Furthermore, the Government of the United States, in 
spite of its request, has received no official information 
on this subject from the Government of Cuba. 

The Government of the United States has also noted 
that in addition to the press report of the National Police 
of Cuba various other informed sources in Cuba have 
reported that the above-mentioned plane was not observed 
to drop bombs or strafe. An analysis of the available 
evidence, including eye-witness reports, indicates that 
many, if not all, of the persons injured received their 
wounds either from stray rounds of 20 or 40 mm shell 
fragments from fire by the Cuban Armed Forces or from 
grenades or bombs thrown from automobiles by terrorists. 

I have noted that the brochure makes reference to 
“fugitives from justice who now, under the protection of 
Political asylum, violate international law by launching 
lew and criminal attacks against Cuba.” This statement 
and other remarks in a similar vein made in the past by 
officials of the Government of Cuba imply that the Gov- 
ftament of Cuba considers that the Government of the 
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United States in some unexplained manner has been un- 
duly protecting individuals in the United States from 
Cuban persecution. This is not the case. I must em- 
phasize to Your Excellency that the Government of the 
United States is a Government of laws and that the Treaty 
of Extradition which exists between our countries is a 
part of the body of law under which we are governed. 
This Treaty clearly delineates the conditions and the pro- 
cedure to be followed in seeking the return to Cuba of 
alleged fugitives from Cuban justice who are in this 
country. Ten months have elapsed since the formation 
of the present Government of Cuba, during which several 
consultations have been held between officials of our re- 
spective governments as to the procedures to be followed 
under the above Treaty and other United States laws on 
the subject. Despite the time elapsed and the consulta- 
tions since early 1959, no formal requests have been made 
to the Government of the United States by the Govern- 
ment of Cuba under the terms of the Treaty for the pur- 
pose of obtaining the return of these “fugitives” to Cuban 
jurisdiction for crimes allegedly committed under the 
previous regime. 

The Government of the United States most deeply de- 
plores the deaths and injuries suffered by innocent Cuban 
citizens on the evening of October 21. However, in view 
of the publication to which I have referred and numerous 
other false reports which have been spread throughout 
the world concerning the alleged bombing and machine 
gunning of Cuban citizens by a plane which departed 
from the United States, I must ask Your Excellency for 
an explanation of the reason the Government of Cuba 
saw fit to publish this document so inconsistent with the 
good faith and mutual respect essential to the maintenance 
of good relations between our two countries. It is my 
sincere hope, Your Excellency, that the account contained 
therein does not represent the official position of the 
Government of Cuba in this matter. 

Accept, Excellency, the renewed assurances of my high- 
est consideration. 

For the Secretary of State: 
R. R. Rusotrtom, Jr. 


His Excellency Dr. ERNEsTo DIHIGO, 
Ambassador of Cuba 


Annex 7 
May 31, 1960 

The Secretary of State presents his compliments to the 
Chargé d’Affaires ad interim of Cuba and notes that the 
Cuban Consulates General in New York City and Miami 
have been disseminating political propaganda of an objec- 
tionable character. The Department refers particularly to 
a pamphlet entitled, “Cuba Denounces Before the World” 
which contains the unfounded allegations that on Octo- 
ber 21, 1959 the City of Habana was bombed with 
explosives and strafed from two aircraft based in the 
United States and carries the implication that the United 
States Government countenanced these flights. It will 
be recalled that on October 27, 1959 Ambassador Bonsal 
informed President Dorticos and Minister of State Roa 
that there has been no evidence submitted by the Govern- 
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ment of Cuba or in the possession of the Government of 
the United States that the one aircraft in question, piloted 
by Pedro Diaz Lanz, former Chief of the Cuban Revo- 
lutionary Air Force, was armed, dropped bombs, or 
strafed during its flight over Cuba. 

The attention of the Chargé d’Affaires is also directed 
to the Department’s note of November 9, 1959, to Am- 
bassador Dihigo, requesting an explanation of the shock- 
ing compilation of half-truths, innuendos and insinuations 
eontained in the publication entitled, “Cuba Denounces 
Before the World”. The Department has not received 
a reply to this request, and despite the notification that 
the pamphlet contains objectionable material, the Cuban 
Consulates within the United States continue to distrib- 
ute this publication. It must be assumed with regret, 
therefore, that the account contained iu ihe pamphlet 
represents the official position of the Government of 
Cuba in this matter. 

The Department is of the opinion that this pamphlet 
contains political propaganda of a misleading and objec- 
tionable character, the dissemination of which is not 
eonsidered as being within the scope of the functions 
of a duly accredited Consular Officer of a foreign govern- 
ment. Accordingly, it is requested that the dissemina- 
tion of this, and other pamphlets containing similar 
objectionable material, be discontinued immediately by the 
Cuban Consular establishments or any other offices of 
the Cuban Government in the United States. 


DEPARTMENT OF STATE, 
Washington, May 31, 1960. 


Annex 8 
UnItTED STATES DIstTRICT COURT 


SouTHERN DIstTrRIcT OF FLORIDA 
MIAMI DIVISION 
No. M-Cr. 





UniItTep STATES OF AMERICA 


wd INDICTMENT 
WILLIAM J. SHERGALIS and 


Hector Garcia Soto 





The Grand Jury charges: 

COUNT ONE 

1. Witt1am J. SHerGALIs, the defendant herein, has 
been at all times from on or about February 16, 1960 and 
until March 22, 1960 a “person” as defined in Title 22, 
United States Code, Sections 611 et seq. (known as the 
Foreign Agents Registration Act of 1938, as amended), 
hereinafter referred to as “the Act.” 

2. Juan Orta Cordova, Alfredo Guerra, Abelardo Colome 
Ibarra, also known as “Captain Fury,’ Ramiro Valdez, 
Hector Garcia Soto, also known as “Guillermo,” Carlos 
Hernandez, as well as the Government of the Republic of 
Cuba, its officials and representatives, have been foreign 
principals, as defined in the Act, at all times from on or 
about February 16, 1960 and up to and including March 22, 
1960. 

3. By virtue of his conduct and activities, 

WILLIAM J. SHERGALIS, 
the defendant herein, from on or about February 26, 1960 
until March 22, 1960, was an “agent of a foreign principal” 
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as defined in the Act, in that the said defendant, (follow- 
ing conferences in Havana, Cuba, during the period Feb- 
ruary 16 to February 26, 1960, with representatives of the 
Government of the Republic of Cuba, including Juan Orta 
Cordova, Director General of the Office of the Prime Min. 
ister, and others), within the United States of America 
and within the Southern District of Florida, did collect 
information for and report information to a foreign prin- 
cipal, to wit, the Government of the Republic of Cuba, its 
officers and representatives as hereinafter set forth, in- 
cluding information regarding the activities of persons 
opposed to the present Government of Cuba; and in that 
the said defendant, within the United States of America 
and within the Southern District of Florida, agreed to and 
did act under the direction of a foreign principal, to wit, 
the Government of the Republic of Cuba, its officials and 
representatives, including Juan Orta Cordova, Alfredo 
Guerra, Abelardo Colome Ibarra, Ramiro Valdez, Hector 
Garcia Soto and Carlos Hernandez, and in furtherance 
thereof did arrange for and participate in an airplane 
flight beginning on or about March 20, 1960 at Ft. Lauder- 
dale in the Southern District of Florida and ending on or 
about March 21, 1960 in the Republic of Cuba; and in that 
the said defendant, within the United States of America 
and within the Southern District of Florida, did solicit 
compensation and other things of value from a foreign 
principal, to wit, the Government of the Republic of Cuba 
including its officials and representatives as aforesaid. 

4, During the period from on or about February 26, 
1960, and until March 22, 1960, 


WILLIAM J. SHERGALIS, 


the defendant herein, has unlawfully, wilfully and knovw- 
ingly acted, in the respects as alleged in Paragraph 8 of 
this indictment, within the United States of America 
and the Southern District of Florida, as an agent of a 
foreign principal without having filed with the Attorney 
General of the United States the registration statement 
required by the Act. 

5. By reason of the nature of his activities and his | 
relationship with the Government of the Republic of 
Cuba, its officials and representatives, 


— 


WILLIAM J. SHERGALIS, , 


the defendant herein, does not fall within the purview of | 
any of the exemptions from registration provided by 
the Act. 

In violation of Section 612, 618, Title 22, United States 
Code. } 

The Grand Jury further charges: 

COUNT TWO 

1. Hector Garctra Soro, also known as “Guillermo,” the 
defendant herein, has been at all times from on or about 
November 5, 1959 and until the date of the return of 
this indictment, a “person” as defined in Title 22, United 
States Code, Sections 611 et seq. (known as the Foreig2 
Agents Registration Act of 1938, as amended), herein: ' 
after referred to as “the Act.” 

2. The Government of the Republic of Cuba, its off- 
cials and representatives, have been foreign principals, 
as defined in the Act, at all times from on or about 
November 5, 1959 until on or about April 12, 1960. 
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3. By virtue of his conduct and activities, 


HeEcTorR GARCIA SOTO, 

the defendant herein, from on or about November 5, 
1959 until on or about April 12, 1960, was an “agent of a 
foreign principal” as defined in the Act, in that the said 
defendant within the United States of America and 
within the Southern District of Florida, did collect in- 
formation for and report information to a foreign prin- 
cipal, to wit, the Government of the Republic of Cuba, 
its officers and representatives, including information re- 
garding the activities of persons opposed to the present 
Government of Cuba; and in that the said defendant, 
within the United States of America and within the 
Southern District of Florida, agreed to and did act under 
the direction of a foreign principal, to wit, the Govern- 
ment of the Republic of Cuba, its officials and representa- 
tives, and in furtherance thereof within the United 
States of America and within the Southern District of 
Florida, in or about March, 1960, did arrange for and 
participate in meetings with WILLIAM J. SHERGALIS, and 
others, and did make arrangements for an airplane flight 
beginning on or about March 20, 1960 at Ft. Lauderdale 
in the Southern District of Florida and ending on or 
about March 21, 1960 in the Republic of Cuba. 

4, During the period from on or about November 5, 
1959 until on or about April 12, 1960, 


Hector Garcta Soro, 

the defendant herein, has unlawfully, wilfully and know- 
ingly acted, in the respects as alleged in Paragraph 3 of 
this indictment, within the United States of America and 
the Southern District of Florida, as an agent of a foreign 
principal without having filed with the Attorney General 
of the United States the registration statement required 
by the Act. 

5. By reason of the nature of his activities and his 
relationship with the Government of the Republic of 
Cuba, its officials and representatives, 

Hector GARCIA Soro, 
the defendant herein, does not fall within the purview of 
any of the exemptions from registration provided by 
the Act. 

In violation of Sections 612, 618, Title 22, United States 
Code. 

A TRUE BILL 
May 38, 1960 





Foreman 
E. CoLEMAN MADSEN 
United States Attorney 
Wittram §. KENNEY 
Special Attorney 
US. Department of Justice 
Roger P, BERNIQUE 
Special Attorney 
US. Department of Justice 
Alta M. Beatry 
Special Attorney 
US. Department of Justice 
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President Eisenhower Congratulates 
Malagasy Republic on Independence 
White House press release dated June 26 

Following is the text of a message sent by Presi- 
dent Eisenhower to His Excellency Philibert 
Tsiranana, President of the Malagasy Republic, 
on the occasion of the independence of that nation 
on June 26, 1960. 

JUNE 26, 1960 

Dear Mr. Present: On the occasion of the in- 
dependence of the Malagasy Republic, I extend in 
my own name and on behalf of the people of the 
United States most cordial greetings and felicita- 
tions to you and your countrymen. 

The independence of the Malagasy Republic 
achieved in friendly cooperation with France is a 
source of deep satisfaction to the United States. 
The Government and people of Madagascar and 
of France in their efforts to achieve social and 
economic advancement in Madagascar through 
democratic means have earned the admiration of 
all free nations. 

On this historic occasion the Government and 
the people of the United States look forward to 
close and friendly relations with the Government 
and people of the Malagasy Republic. 

Sincerely, 
Dwicut D, E1sENHOWER 


Secretary Herter Sends Regards 
to Somaliland on Independence 


Press release 357 dated June 27 
Following is the text of Secretary Herter’s 
message to the Council of Ministers of Somaliland 
on the occasion of the independence of that nation 
on June 26, 1960. 
JUNE 26, 1960 


Their Excellencies, 
Counc or MINIsTERS OF SOMALILAND, 
Hargeisa. 


Your Excetiencies: I extend my best wishes 
and congratulations on the achievement of your 
independence. This is a noteworthy milestone in 
your history, and it is with pleasure that I send 
my warmest regards on this happy occasion. 


CuristIAn A. Herter 
Secretary of State, 
United States of America 


87 








Ten-Nation Conference on Disarmament Terminated by Soviet Walkout 


Negotiations in the Conference of the Ten- 
Nation Committee on Disarmament, which con- 
vened at Geneva on March 15, 1960, ceased on June 
28 after the Communist walkout of June 27. Fol- 
lowing are texts of (1) a U.S. note of July 2 to 
the Soviet Union in reply to a letter of June 27 to 
President Eisenhower from Nikita 8. Khrushchev, 
Chairman of the Council of Ministers of the 
USS.R.; (2) a Department statement of June 27; 
(3) U.S. disarmament proposals of June 27 pre- 
sented subsequent to the Soviet walkout; and (4) 
Mr. Khrushchev’s letter of June 27. 


U.S. NOTE OF JULY 2! 

The Embassy of the United States of America 
presents its compliments to the Ministry of For- 
eign Affairs of the Union of Soviet Socialist 
Republics and, in response to the letter of June 27, 
1960 from the Chairman of the Council of Minis- 
ters of the U.S.S.R. to the President of the United 
States, has the honor to state the following. 

The Government of the United States deeply 
regrets the arbitrary action of the Soviet Govern- 
ment and its Allies in precipitously breaking off 
negotiations in the Ten Nation Committee on Dis- 
armament without prior consultation, contrary to 
the accepted rules of procedure and for reasons 
which remain unclear. The United States Gov- 
ernment hopes that the Soviet Government will 
reconsider its decision and resume these negotia- 
tions on disarmament in the Ten Nation 
Committee. 

The Government of the United States rejects 
as wholly inaccurate the Soviet version of events 
within the Ten Nation Disarmament Committee. 


* Delivered to the Soviet Ministry of Foreign Affairs by 
the American Embassy at Moscow on July 2 (press re- 
lease 379). 


Nor can it fail to reject the Soviet Government’s 
unfounded allegations referring to the aborted 
Summit Conference. 

The United States Government was profoundly 
disappointed when the Soviet Government re- 
fused to participate in the meeting of the Heads 
of State and Heads of Government in Paris last 
month.?- The hopes of the world that the govern- 
ment leaders assembled there would be able to take 
constructive steps toward settlement of their dif- 
ferences and toward the strengthening of the peace 
were dashed by the arbitrary action of the Soviet 
Government. 

The Government of the United States, never- 
theless, retained the hope that the Soviet Govern- 
ment might be willing to continue the search for 
meaningful agreements in the negotiations al- 
ready in progress in the areas of disarmament and 
nuclear testing. When the Soviet Delegation 
tabled its disarmament proposals on June 7, the 
United States Government undertook to give 
them the most thoughtful and serious considera- 
tion.? In view of the complex character of arms 
limitation and the long history of disarmament 
negotiations, it was obvious that the process of 
negotiating agreements would of necessity be long 
and arduous and would require serious effort, 
great patience and abundant forbearance. The 


Soviet allegation that the disarmament negotia: | 


tions were proving fruitless and had reached 4 


ee 








ee 


state of deadlock, only three weeks after the re- 


vised Soviet proposals had been tabled, cannot but 


2 For background, see BULLETIN of June 6, 1960, pp. 899 
and 904, and ibid., June 13, 1960, p. 947. 

*For a U.S. note to the U.S.S.R. concerning the Soviet 
proposals, see ibid., June 1960, p. 1018. For details 
of the proposals, which were contained in a Soviet note 
of June 2 sent to all Heads of Governments with repre 
sentatives in Moscow and to the United Nations, see U.¥. 
doc. A/4374/Rev. 1. 
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give rise to question as to the Soviet Government’s 
true motivation in torpedoing the Conference. 

The withdrawal of the Soviet delegation stands 
in sharp contrast to the repeated Soviet official 
declarations of intent to settle by peaceful means 
through negotiation all outstanding international 
issues, among which, it would have been expected, 
would be the question of disarmament, acknowl- 
edged by the Soviet Government to be the most 
important question facing the world today. 

The decision of the Soviet Government to break 
off the disarmament negotiations was particularly 
surprising and regrettable because it occurred at 
the very time the Western delegations were pre- 
paring to submit new disarmament proposals. 
The Soviet Government was aware that the United 
States had undertaken a review of its position on 
disarmament in the hope of finding helpful and 
practical revisions which would further the work 
of the Ten Nation Committee. This review was 
anounced by the United States Secretary of 
State on June 24 * and, indeed, was acknowledged 
in Pravda the following day. Moreover, the Head 
of the United States Disarmament Delegation 
informed his Soviet counterpart prior to the meet- 
ing at Geneva on June 27, at which the Soviet 
delegation broke off negotiations, that new pro- 
posals were being worked out for early submis- 
sion. These proposals were designed to take into 
account all views advanced during the course of 
the discussions and would have provided an 
adequate basis for substantive negotiations. 

The abrupt termination of these negotiations is 
additionally disturbing in the light of the adoption 
by the Security Council of the UN on May 27 
of the resolution submitted by Ceylon, Tunisia, 
Argentina and Ecuador,’ which specifically “re- 
quests the Governments concerned to continue 
their efforts to achieve a constructive solution of 
the question of general and complete disarmament 
wider effective international control in accord- 
ance with Resolution 1378 (XIV) of the General 
Assembly and the discontinuance of all nuclear 
weapons tests under an appropriate international 
control system as well as their negotiations on 
Ieasures to prevent surprise attack, including 
technical measures, as recommended by the 
General Assembly.” 

—_—_—_ 
*BuLLETIN of July 11, 1960, p. 39. 
‘For text, see ibid., June 13, 1960, p. 961. 
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The urgent need to begin a program of dis- 
armament demands that no opportunities for 
negotiations be lost. In this spirit, the delegation 
of the United States and those of its Allies have 
remained at Geneva in the hope that the Govern- 
ment of the Soviet Union and its Allies will see fit 
to return to the task of serious negotiation. 

The goal of disarmament is an aspiration com- 
mon to all mankind and an objective which all 
Governments must relentlessly strive to achieve. 
For its part, the United States Government re- 
mains determined to spare no effort to arrive at 
mutually acceptable agreements on concrete meas- 
ures, the implementation of which would repre- 
sent a solid advance toward the goal of complete 
and general disarmament under reliable and 
effective international control. 


DEPARTMENT STATEMENT OF JUNE 27° 


The Soviet bloc’s walkout today indicates their 
desire to avoid any further discussion on the prob- 
lem of controlled disarmament within the Ten- 
Nation Disarmament Conference. This action by 
the Communist delegations is both deplorable and 
disappointing. It is deplorable because it shatters 
the hopes of all peoples who earnestly seek prog- 
ress on the road to peace. It is disappointing be- 
cause it casts serious doubt on the sincerity of the 
Communist desires for a solution to the disarma- 
ment problem. 

As the Soviet bloc well knew, the Western allies 
were preparing to present, within the 10-nation 
negotiating forum, modifications to the Western 
plan of March 16.” This initiative by the West, 
based on an effort to accommodate certain aspects 
of the Soviet bloc’s June 2 proposal was under- 
taken to find common areas through which the 
negotiations could be advanced. The walkout in 
the face of the Western Governments’ willingness 
to move ahead makes fully transparent the desire 
of the Soviet bloc to see the negotiations end in 
total failure. 

The five Allied nations intend for the time being 
to remain at the negotiating table. If the Com- 
munist side is prepared to seek a solution to the 
disarmament problem, the way is still open. It is 


®°Read to news correspondents on June 27 by Lincoln 
White, Director, Office of News, Department of State. 
™¥For text, see BULLETIN of Apr. 4, 1960, p. 511. 
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our earnest hope that the Soviet bloc will recon- 
sider its irresponsible action and join with the 
Allied nations in a determined and continued 
search for a just and durable peace. This would 
be but a fulfillment of each side’s responsibility 
to all mankind. 


U.S. DISARMAMENT PROPOSALS OF JUNE 27 


Press release 358 dated June 27 
PROGRAM FOR GENERAL AND COMPLETE DISARMAMENT 
UNDER EFFECTIVE INTERNATIONAL CONTROL 


JUNE 27, 1960 


Introduction 

The ultimate goal is a secure and peaceful world of free 
and open societies in which there shall be general and 
complete disarmament under effective international con- 
trol and agreed procedures for the settlement of disputes 
in accordance with the principles of the United Nations 


Charter. 
General and complete disarmament in a secure, free 


and peaceful world requires: 


1. The disbanding, through progressive stages, of all 
armed forces of all States and the prohibition of their 
re-establishment in any form whatsoever, except for those 
contingents of agreed size required for the purpose of 
maintaining internal order and ensuring the personal 
security of citizens and for agreed contingents for the 
international peace force. 

2. The cessation of the production of all kinds of 
armaments, including all means for delivering weapons 
of mass destruction, and their complete elimination from 
national arsenals, through progressive stages, except for 
those armaments agreed upon for use by an international 
peace force and agreed remaining national contingents. 

3. Strict and effective international control, from be- 
ginning to end, of the carrying out of all disarmament 
measures, to ensure that there are no violations. 

4. The establishment of effective means for enforcement 
of international agreements and for the maintenance of 
peace. 


Controlling Principles 


1. Disarmament under effective international control 
shall be carried out in such a manner that at no time 
shall any State, whether or not a party to a Treaty, ob- 
tain military advantage over other States as a result of 
the progress of disarmament. 

2. General and complete disarmament shall proceed 
through three stages containing balanced, phased and 
safeguarded measures with each measure being carried 
out in an agreed and strictly defined period of time, 
under the supervision of an International Disarmament 
Control Organization, within the framework of the 
United Nations. 
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3. Each measure within each stage shall be initiated 
simultaneously by all participating States upon com- 
pletion of the necessary preparatory studies and upon 
establishment of the arrangements and _ procedures 
necessary for the International Disarmament Contro] 
Organization to verify the measure on an initial and 
continuing basis. 

4. Transition from one stage to the next shall be 
initiated when the Security Council of the United Nations 
agrees that all measures in the preceding stage have been 
fully implemented and effective verification is continu- 
ing, and that any additional verification arrangements 
and procedures required for measures in the next stage 
have been established and are ready to operate effectively, 

5. The Treaties shall remain in force indefinitely 
subject to the inherent right of a Party to withdraw 
and be relieved of obligations thereunder if the pro- 
visions of the Treaty, including those providing for the 
timely installation and effective operation of the con- 
trol system, are not being fulfilled and observed. 

6. The International Disarmament Control Organiza- 
tion shall comprise all participating States whose 
representatives shall meet as a conference periodically as 
required. There shall in addition be a control commis- 
sion and a Director General. The specific responsibility 
and authority of the conference, control commission and 
the Director General, the staffing arrangements and 
criteria, the responsibilities of participating States to 
the Organization, and provisions for any necessary pre 
paratory or interim group to aid in the establishment of 
the Organization shall be specified in the Treaty. 

7. The specific arrangements, procedures and means 
required for effective initial and continuing verification 
of satisfactory performance of each measure by the 
International Disarmament Control Organization shall 
be specified in the Treaties. These shall provide for 
all necessary means required for effective verification 
of compliance with each step of each measure. Verif:- 
cation of each agreed disarmament measure shall be 
accomplished in such a manner as to be capable of dis 
closing, to the satisfaction of all participating States, 
any evasion of the agreement. Specifically, from the 
initiation of implementation of each agreed disarmameli 
measure, there shall be effective verification by the Inter 
national Disarmament Control Organization ; verification 
shall be in no way dependent upon declarations by States 
for its effectiveness; verification shall include the capa 
bility to ascertain that not only do reductions of armel 
forces and armaments in agreed amounts take place, bu! 
also that retained armed forces and armaments do 00 
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exceed agreed levels at any stage. 


Task of the Ten Nation Committee on Disarmament | 


The task of the Ten Nation Committee on Disarmt} 
ment is to work out a Treaty for general and complett 
disarmament under effective international control gor 
erned by the foregoing controlling principles as follows: 


1. Negotiate and agree upon a Treaty, to be acceded 
in the first instance by the States represented on the Te 
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Nation Disarmament Committee, embodying the first 
stage of the program. This stage shall consist of those 
initial and controllable measures which can and shall be 
undertaken without delay by the States participating in 
the Committee to preclude the expansion of their armed 
forces; to bring to a halt the growth of their weapons 
stockpiles ; to reduce the levels of their armed forces and 
armaments to the extent possible without jeopardy to 
their security; and to provide measures for protection 
against surprise attack. 

2. In the course of negotiating such a Treaty, arrange 
for and conduct the necessary technical studies to work 
out effective control arrangements for measures to be 
carried out in the program. These studies shall provide 
an agreed basis for proceeding with implementation of 
the measure studied in the appropriate stage. Among 
the early studies shall be a technical examination of the 
measures necessary to verify control over, reduction and 
edimination of agreed categories of nuclear delivery sys- 
tems, including missiles, aircraft, surface ships, subma- 
rines and artillery. 

8. After reaching agreement on a Treaty on the first 
stage of the program, prepare for submission to a world 
disarmament conference an agreed draft Treaty on the 
second and third stages of the program as set forth be- 
low, in accordance with the foregoing controlling 
principles. 

4, Thereupon, arrange for a world-wide conference of 
all States, to be held at the earliest possible time, for 
the following purposes : 


a. Accession to the Treaty covering stage one by States 
which have not already done so; 

b. Accession to the Treaty covering stages two and 
three by all States. 


Stage One 

1. An International Disarmament Control Organiza- 
tion shall be established within the framework of the 
United Nations, and expanded as required by the progres- 
sive implementation of general and complete disarmament. 

2. The placing into orbit or stationing in outer space of 
vehicles carrying weapons capable of mass destruction 
shall be prohibited. 

8. To give greater protection against surprise attack, 
(a) prior notification to the International Disarmament 
Control Organization of all proposed launchings of space 
vehicles and missiles and their planned tracks; (b) the 
establishment of a zone of aerial and ground inspection 
in agreed areas including the U.S. and U.S.S.R.; (c) 
exchange of observers on a reciprocal basis at agreed 
hilitary bases, domestic and foreign. 

4. Declaration of and institution of on-site inspection 
at mutually agreed operational air bases, missile launch- 
ing pads, submarine and naval bases in order to establish 
a basis for controls over nuclear delivery systems in 
subsequent stages. 

5. Initial force level ceilings shall be established as 
follows: 2.5 million for the U.S. and the U.S.S.R. and 
agreed appropriate force levels for certain other States. 
After the accession to the Treaty of other militarily sig- 
lificant States and after these initial force levels have 
been verified, force levels of 2.1 million shall be established 
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for the U.S. and U.S.S.R. and agreed appropriate force 
levels shall be established for other militarily significant 
States. 

6. Agreed types and quantities of armaments in agreed 
relation to the established force levels shall be placed in 
storage depots by participating States within their own 
territories, under supervision by the International Dis- 
armament Control Organization pending their final de- 
struction or conversion to peaceful uses. 

7. The production of fissionable materials for use in 
weapons shall be stopped upon installation and effective 
operation of the control system found necessary to verify 
this step by prior technical study and agreed quantities 
of fissionable materials from past production shall be 
transferred to non-weapons uses, including stockpiling 
for peaceful purposes, conditioned upon satisfactory 
progress in the field of conventional disarmament. 

8. The submission by the various States to the Inter- 
national Disarmament Control Organization of data re- 
lating to: the operation of their financial system as it 
affects military expenditures, the amount of their mili- 
tary expenditures, and the percentage of their gross na- 
tional product earmarked for military expenditures. The 
data to be submitted will be drawn up in accordance with 
predetermined and mutually agreed criteria. 


Stage Two 

1. Force levels shall be further reduced to 1.7 million 
for the U.S. and U.S.S.R. and to agreed appropriate levels 
for other States. 

2. Quantities of all kinds of armaments of each State, 
including nuclear, chemical, biological and other weapons 
of mass destruction in existence and all means for their 
delivery, shall be reduced to agreed levels and the re- 
sulting excesses shall be destroyed or converted to peace- 
ful uses. Agreed categories of missiles, aircraft, surface 
ships, submarines and artillery designed to deliver nuclear 
and other weapons of mass destruction shall be included 
in this measure. 

3. Expenditures for military purposes shall be reduced 
in amounts bearing a relation to the agreed reductions 
in armed forces and armaments. 

4. An international peace force, within the United Na- 
tions, shall be progressively established and maintained 
with agreed personnel strength and armaments sufficient 
to preserve world peace when general and complete dis- 
armament is achieved. 


Stage Three 

1. Forces and military establishments of all States shall 
be finally reduced to those levels required for the purpose 
of maintaining internal order and ensuring the personal 
security of citizens and of providing agreed contingents 
of forces to the international peace force. 

2. The international peace force and remaining agreed 
contingents of national armed forces shall be armed only 
with agreed types and quantities of armaments. All other 
remaining armaments, including weapons of mass destruc- 
tion and vehicles for their delivery and conventional arma- 
ments shall be destroyed or converted to peaceful uses. 

38. Expenditures for military purposes by all States shall 
be further reduced in amounts bearing a relation to the 
agreed reductions in armed forces and armaments. 
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4. There shall be no manufacture of any armaments 
except for agreed types and quantities for use by the in- 
ternational peace force and agreed remaining national 
contingents. 


Following completion of Stage Three, the program for 
general and complete disarmament shall continue to be 
adhered to and verified. 


MR. KHRUSHCHEV’S LETTER OF JUNE 27° 
JUNE 27, 1960 

Mr. PRESIDENT, In supplement to my letter dated June 
2, 1960 enclosing the Soviet Government’s proposals con- 
cerning the basic provisions of an agreement on general 
and full disarmament, I consider it necessary to com- 
municate the following. 

The situation created in the Ten-Nation Committee on 
Disarmament causes the Soviet Government grave 
concern. 

During our negotiations last fall we stated that the 
question of general disarmament is the most important 
one facing the world at the present time, and we agreed 
that both our governments shoeuld make every effort to 
arrive at a constructive solution of this problem. It is 
well known that in questions of disarmament the Soviet 
Government has acted and acts precisely in this manner. 

On September 18, 1959 the Soviet Government intro- 
duced a program of general and full disarmament for 
the consideration of the United Nations.’ Desiring to 
make a new contribution to the cause of ensuring peace 
and creating the most favorable conditions for the 
achievement of an agreement on general and full dis- 
armament, the Supreme Soviet of the USSR passed a 
law on January 15, 1960 concerning a further considera- 
ble reduction of the Soviet armed forces by 1,200,000 
men.”° 

Seeking to achieve as soon as possible a practical 
agreement on the urgent problems of disarmament, the 
Soviet Government, in developing the program of dis- 
armament put forward by it on September 18, 1959, 
worked out and prepared comprehensive proposals for 
the implementation of a general and full disarmament 
for discussion at the conference of the leaders of the 
four powers. In these proposals we took into considera- 
tion the views expressed by the Western powers on a 
number of important questions, particularly with regard 
to prohibiting and liquidating all means of delivery of 
atomic weapons first of all (including the elimination of 
military bases), working out disarmament control in 
detail, taking measures for preserving peace and security 


* Delivered to Foy D. Kohler, Assistant Secretary for 
European Affairs, by Mikhail N. Smirnovsky, Minister- 
Counselor of the Soviet Embassy at Washington, on 
June 27. 

* For text, see U.N. doc. A/4219. 

* For a statement by Mr. White on the Soviet proposal 
to reduce armed forces, see BULLETIN of Feb. 1, 1960, 
p. 147. 
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under conditions of general and full disarmament, et 
cetera. 

Since the Summit Conference failed as a result of the 
inadmissible acts undertaken by the United States with 
relation to the Soviet Union the Soviet Government, tak. 
ing into consideration that a discussion of the problem 
of disarmament could not be delayed, sent proposals pre. 
pared by it to the governments of all countries and intro- 
duced them for discussion by the Ten-Nation Committee. 
These proposals were supported by the governments of 
Poland, Czechoslovakia, Rumania, and Bulgaria, men- 
bers of the Committee, as well as by governments of a 
number of other countries. 

However, it must be stated that the delegations of the 
Western powers, and first of all the delegation of the 
USA, took a position in that Committee calculated to 
accomplish anything but success in the cause of dis. 
armament. They not only are failing to do anything on 
their part to facilitate the immediate achievement of an 
agreement on disarmament but on the contrary they 
apparently are seeking to do everything to prevent such 
an agreement, to keep the Committee from settling prac. 
tical questions of disarmament, and to smother the cause 
of disarmament in sterile and endless discussions on the 
topic of control without disarmament. 

More than three months have passed since the Commit- 
tee of Ten started its work in Geneva. Concrete plans 
worked out in detail concerning disarmament under effee- 
tive international control were presented by the Soviet 
Union for the Committee’s consideration, and willingness 
was expressed to consider any constructive views of other 
members of the Committee aimed at achieving general dis- 
armament. However the Western powers, whose govern- 
ments very recently voted for the resolution of the General 
Assembly concerning general and full disarmament, actt- 
ally are avoiding consideration of any concrete proposals 
on disarmament in the Committee. 

On their part, the USA, Great Britain, France, Italy, 
and Canada presented in the Committee of Ten a plan that, 
with the best will in the world, could not be considered a 





disarmament plan. It is, rather, a plan of control without 
disarmament, i.e., of a legalized military espionage which 
apparently some one in the USA would not be averse to 
using as a supplement to the practice of invading the air- 
space of other countries for espionage purposes, which 
practice was recently proclaimed by the American Govert- 
ment as the state policy of the USA. Actually, the West: 
ern powers are trying to reduce the whole thing to the 
establishment of control over intercontinental ballistic 
missiles and artificial earth satellites. The idea of such 
a plan is not difficult to guess: it represents an attempt to 
gain one-sided military advantages for the NATO coul- 
tries at the expense of the security of the Soviet Union. 
Naturally, it is impossible to arrive at an agreement 0 ) 
such a basis. It appears that the prevention of an agree 
ment on questions of disarmament was precisely the goal 
which the Government of the USA and the other Wester 
powers had set for themselves in connection with thei 
participation in the Committee of Ten. The Committee is 
being used by those Powers as a screen behind which they 
attempt to hide their reluctance to have disarmament.  } 
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The Delegations of the USA and the other Western 
states in the Committee of Ten are continuing to follow 
the same line at the present time, after resumption of the 
Committee’s work at the beginning of June. This shows 
clearly that the USA did not intend to take at the Summit 
Meeting a position that would have permitted freeing the 
question of disarmament from the deadlock that was cre- 
ated through the fault of the Western powers, and first of 
all by the USA. 

As has been shown by the experience in the negotiations 
that took place in the Committee of Ten, the governments 
of the Western states participating in the work of this 
Committee clearly do not desire the prohibition and de- 
struction of such terrible weapons of mass annihilation as 
nuclear and thermonuclear weapons. Nor do they desire 
the liquidation of armed forces and conventional arma- 
ments. The representatives of the Western powers have 
been systematically rejecting and smothering in fruitless 
discussions—under various pretexts—all concrete propos- 
als on these problems. 

Instead of discussing concrete measures for disarma- 
nent, the representatives of the Western states, especially 
the USA, are attempting to justify the military prepara- 
tions and the existence of networks of numerous bases 
created by them on foreign territories. 

I would not be frank if I did not state in this letter that 
the main responsibility for the situation created in the 
Committee of Ten and for the fact that the position of the 
Western powers does not make it possible to take even one 
step toward solving the disarmament problem, falls on the 
Government of the United States of America. As a mat- 
ter of fact, this is not concealed even by the allies of the 
USA in NATO, those represented in the Committee in 
question aS well as those not represented. it is namely 
the Government of the USA which is piling one obstacle 
upon another during the discussion of disarmament ques- 
tions, whether it concerns conventional armaments or nu- 
clear weapons and missiles. 

Every time a proposal submitted by the Soviet Gov- 
ernment for consideration by its partners in the talks 
facilitates the possibility of an understanding and takes 
into consideration any of the wishes of the Western 
powers, this proposal is declared to be unacceptable and 
the discussion of disarmament questions is again pushed 
back to the initial point. It is not the first time that we 
have witnessed such tactics, which, perhaps are used by 
those who are frightened by the very idea of disarmament, 
but which hamper all progress in the discussion and even 
more in the solution of the disarmament problem. All of 
this is unfortunately confirmed by the conduct of the 
American representatives in Geneva. 

Looking at things realistically, we must state that as a 


Tesult of the position taken by the Western powers the 


work of the Committee of Ten has come to a deadlock and 
has degenerated into fruitless discussions, while the Com- 
mittee has become anything but an organ promoting the 
cause of disarmament. Apparently there are influential 
forces in the West that are not interested in bringing 
about disarmament and are in every way obstructing an 
agreement on disarmament, and these forces have suc- 
ceeded in placing their stamp on the position of the 
Western powers in the Committee of Ten. Not only is 
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this Committee failing to further the cause of disarma- 
ment but, on the contrary, it is doing it considerable harm, 
in so far as it misleads the peoples of the world by 
creating the impression that something is being done in 
the area of disarmament, while actually the Western 
powers are again intensifying the armaments race which 
day after day increases the danger of the outbreak of a 
destructive nuclear and missile war. 

The Soviet Government cannot reconcile itself to such 
a state of affairs. It cannot consent to have the participa- 
tion in the Committee of Ten of the Soviet Union, whose 
sincere desire for an agreement on disarmament is well 
known, be used as a cover to conceal activity that has 
nothing in common with real disarmament. 

To all appearances, the position of the Government of 
the USA on the disarmament question is determined by 
the same general policy in international affairs which it 
presently pursues and which led to the breakdown of the 
Summit Conference, and which made impossible a fruit- 
ful discussion of the most important international prob- 
lems by the heads of the four States. 

Permit me to say very frankly, Mr. President, that the 
Soviet Government has come to the conclusion, consider- 
ing the situation that has arisen in the Committee, that 
the Western powers, judging by the position of their rep- 
resentatives at Geneva, do not wish to conduct serious 
negotiations on disarmament. They clearly have their own 
special ideas which have nothing in common with the 
problem of disarmament. This finds expression in the 
continued armaments race being carried on by those 
powers, and also in the fact that during the discussions 
of disarmament questions in the Committee, they are 
seeking merely to create the appearance of negotiations 
and thereby to deceive the peoples, who are sincerely long- 
ing for a solution to the disarmament problem. 

Taking all of this into consideration, the Government 
of the USSR has come to the conclusion that it is necessary 
to discontinue its participation in the fruitless discussion 
in the Committee of Ten in order to submit to the regular 
session of the General Assembly the question on dis- 
armament and the situation resulting from the imple- 
mentation of the General Assembly’s Resolution of No- 
vember 20, 1959™ on this question. Of course, the matter 
of the composition of the Committee will also arise in this 
connection. 

The Soviet Government is firmly convinced that a 
practical solution can and must be found to the question 
of disarmament, on which peace or war depends, and that 
no artificial obstacles or delays can be tolerated in this 
important matter. 

Such are the considerations on the question of dis- 
armament which I deemed it my duty to communicate to 
you. 

N. KHRUSHCHEV 
His Excellency 
Dwicut D. EISENHOWER, 
President of the United States of America, 


Washington, D.C. 


4 For text, see ibid., Nov. 23, 1959, p. 766. 
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The Balance of Payments Between the United States 


and Latin America in 1959 


by Walther Lederer and Nancy F. Culbertson 


The aggregate value of the transactions between 
the Latin American Republics and the United 
States in 1959 was lower than in 1958, but the rate 
of decline was somewhat less than from 1957 to 
1958. 

U.S. payments dropped from 1958 by about $300 
million and receipts by about $550 million. 

The contraction in our transactions with Latin 
America contrasts with the expansion during 1959 
in our business with other foreign areas. Various 
factors account for this difference, the significance 
of which for the longer run developments will be 
discussed in this article. 

Payments made directly to Latin America in 
1959 exceeded U.S. receipts from that area by about 
$300 million, according to the U.S. balance-of-pay- 
ments tables. Indirect transactions, particularly 
U.S. imports of Latin American petroleum refined 





@ This article is the seventh in a series on 
the balance of payments between the United 
States and the Latin American Republics. 
The first six articles appeared in the But- 
LETIN Of March 26, 1956, p. 521; December 
24 and 31, 1956, p. 983; July 8, 1957, p. 79; 
January 6, 1958, p. 23; August 25, 1958, p. 
311; and March 2, 1959, p. 300. The authors 
are members of the Balance of Payments 
Division, U.S. Department of Commerce. 
The data on which this article is based were 
prepared by the Balance of Payments Divi- 
sion and published in the March 1960 issue 
of the Survey of Current Business, the 
monthly periodical of the Office of Business 
Economies. 
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in the Netherlands Antilles, resulted in net pay- 
ments to Latin America of more than $200 million. 

Total estimated net payments by the United 
States in 1959 were over $200 million more than in 
1958. This increase continued the trend which 
seemed to have prevailed during most of the 1950’s 
but was temporarily interrupted in 1957. Last 
year’s rise, however, was somewhat faster than the 
average rate in the previous years. 

Although transactions with Latin America con- 
tributed to the overall deficit in the U.S. balance of 
payments, Latin America returned a much higher 
share of its dollar receipts directly to the United 
States than did the rest of the world. Even in- 
cluding the payments to Latin America through 
U.S. imports from the Netherlands West Indies, 
about 91 percent of the dollar outflow from the 
United States was returned through purchases 
of goods and services, investment income, and debt 
repayments, as compared with approximately 83 
percent returned by the other areas of the world. 
(The return flow includes only receipts from re- 
corded transactions; net receipts from unrecorded 
transactions cannot be allocated by areas.) U.S. 
sales to Latin America are thus considerably more 
closely linked to the outflow of funds from the 
United States through imports of goods and serv- 
ices, Government grants and loans, and private 
investments than U.S. sales to most other areas. 

The net transfer of dollars from the United 
States to Latin America did not result in an in- 
crease in gold and liquid dollar holdings by the 
countries in that area. To the contrary, the Latin 
American Republics as a whole reduced their hold- 
ings in 1959 by about $230 million, including net 
payments of about $40 million to the International 
Monetary Fund through exchange transactions 
and capital contributions. This would indicate 
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that, in 1959, dollar expenditures by Latin 
America in countries other than the United States 
or on unrecorded transactions with the United 
States exceeded dollar receipts from sources out- 
side the United States by about $700 million. In 
1958 these dollar payments to other countries were 
about 10 percent less. 

The experience during these 2 years differs con- 
siderably from the net dollar flow in 1955 and 
1956, when dollar transactions between Latin 
America and countries other than the United 
States (and unrecorded transactions with the 
United States) appear to have been approximately 
inbalance. This raises the question whether other 
countries have become more successful in attract- 
ing dollars from Latin America or whether special 
developments were responsible for this change. 


Structure of U.S.-Latin American Balance of 
Payments 

In 1959 about two-thirds of the payments to 
Latin America resulted from U.S. imports of mer- 
chandise and nearly 17 percent from purchases of 
services. Government grants and capital, net of 
repayments, accounted for less than 7 percent of 
the dollar outflow from the United States and 
private capital for slightly over 7 percent. 

The share of U.S. expenditures for goods and 
services in total payments to Latin America was 
about the same as in total payments to all areas 
in 1959, but the share of merchandise imports 
alone was somewhat larger in the transactions 
with Latin America. This was offset, however, by 
the relatively small amount of military expendi- 
tures in Latin America. (The latter are concen- 
trated mainly in Europe and the Far East.) Gov- 
ernment aid—net of loan repayments—as well as 
private investments comprised a slightly smaller 
proportion of total payments to Latin America 
than in the overall balance of payments of the 
United States. The differences were of little 
significance, however. 


‘Changes in 1959 Relative to Prior Years 


Government assistance and private capital out- 
flows to Latin America were smaller in 1959 than 
during the years 1956 to 1958 and, with imports of 
goods and services relatively stable, did not pro- 
vide as large a share of the total dollar outflow. 
Nevertheless, this share was still considerably 
higher than during the first half of the 1950’s. In 
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the years 1956 and 1957, private investments were 
exceptionally high, in part because of the pur- 
chases of petroleum concessions in Venezuela, and 
in 1958 several large Government loans were made 
to countries which were in acute financial 
difficulties. 

The 1958-59 decline in U.S. receipts was mainly 
in merchandise exports, while incomes from U.S. 
investments in Latin America and from the export 
of services were only slightly reduced. 

The share of merchandise in total Latin Ameri- 
can payments to the United States was relatively 
stable during the last years, fluctuating by a 
narrow margin around 70 percent. 


Relation of Investment Income to Other Parts of 
Balance of Payments 

Investment incomes (including interest on U.S. 
Government loans) comprised slightly over 14 
percent of total U.S. receipts in 1959, compared 
with 13 percent in 1958. With U.S. investments in 
Latin America rising in recent years at an annual 
rate of more than $1 billion, one might expect that 
gradually investment incomes would absorb a ris- 
ing share of the funds received by the Latin 
American countries from the United States and 
consequently constitute an increasing part of their 
expenditures here. That does not appear to be the 
case, however. Although investment income paid 
to the United States rose last year in relation to 
total Latin American receipts from the United 
States, it absorbed a smaller share of Latin Amer- 
ican receipts from the United States than during 
the period 1955-57 and no more than during the 
years 1951-54 or the years 1946-50. 

This suggests that, during the postwar period 
at least, U.S. investment income from Latin Amer- 
ica was more closely related to U.S. expenditures 
there than to the size of the investment itself. 
There may be several reasons for this relationship. 
There is a direct association between such income 
and imports of goods produced by American- 
owned enterprises there. High imports will gen- 
erally result in relatively high investment incomes 
from those enterprises. About 40 percent of our 
imports from Latin America are produced by 
branches or subsidiaries of U.S. enterprises. In- 
vestments in these industries accounted for 70-75 
percent of our income on all direct investments in 
Latin America. 

Equally important are the indirect relationships 
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between U.S. expenditures and U.S. investment 
incomes, as both are related to business activity 
and general incomes in Latin America. The more 
prosperous the countries in that area are, the 
higher will be the profits of American enterprises 
operating there, since a large part of their sales— 
even of those enterprises which sell to the United 
States—are made in Latin American markets. 

Business conditions in Latin America are, in 
turn, to some extent both actively and passively 
related to U.S. expenditures in the area: actively, 
because higher prices for the principal export 
products produced there may increase our expend- 
itures for merchandise imports; passively, because 
a higher import demand and higher investments 
by the United States will raise Latin American 
incomes. 

The size of past investments is, of course, a 
factor determining the potential investment in- 
comes, but the actual realization of this potential 
depends upon other factors. It appears that cur- 
rent incomes are related to the current growth 
of the economies in which they are located. When 
industries are relatively stagnant and the econo- 
mies with which they are associated are develop- 
ing relatively slowly, investment incomes will be 
comparatively low. High incomes generally 
signify a vigorous industry associated with an 
expanding economy. 

The rate of return on past investments thus 
is flexible rather than fixed, although the flexi- 
bility depends to some extent upon the type of 
investment. Income on equity investments will 
generally be more flexible than income on loans. 

The relatively close relationship between our 
foreign expenditures and investment incomes is 
not unique to Latin America. It may be found 
also in our overall balance of payments, although 
the relationship between our foreign expenditures 
and business conditions in the rest of the world 
as a whole is not likely to be as close as in the 
case of Latin America. Nevertheless, over most 
of the 1950’s, the relation of investment income 
to total U.S. expenditures abroad fluctuated with- 
in a narrower range than the relation between 
investment income and the value of the past 
investment. 

The share of Latin American receipts from 
the United States used for the payment of invest- 
ment income to the United States appears to be 
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in Latin American expenditures here. 

Latin American expenditures here are affected 
not only by current receipts from the United 
States but also by drawings on, or additions to, 
reserves and by the balances in dollars or converti- 
ble currencies on transactions with other coun- 
tries. Thus U.S. investment incomes were about 
11.5 percent of total Latin American expenditures 
here during the years 1946-50, when Latin Ameri- 
can purchases here were in part financed from 
prior dollar accumulations, as against 15.5 percent 
during 1955-57, when some of the Latin American 
dollar receipts were added to reserves. The in- 
crease from 18 percent in 1958 to slightly over 14 
percent in 1959 appears to have been due to a de- 
cline in drawings on reserves and larger dollar 
expenditures outside the United States (or 
through unrecorded transactions in the United 


States). 


Excess of Investment Income Over Net Capital 
Outflows 

U.S. investment income exceeded the net outflow 
of U.S. capital in 1959 by nearly $100 million. (If 
Government grants are considered a form of capi- 
tal, the amounts were approximately equal.) 
This represents a reversal of the situation during 
the years 1956-58, when the net outflow of capital 
was larger. During the first 2 of these years, pri- 
vate direct investments were extraordinarily high, 
particularly in the petroleum industry, and in 
1958 Government loans were increased by some 
special credits. The excess of capital outflows 
over income receipts during these 3 years appears 
to have been an interruption of the previous trend 
of a rising excess of investment income. During 
the 5 years 1946-50, incomes averaged about $165 
million higher than net capital outflows, and dur- 
ing the following 5 years, 1951-55, the excess was 
about $265 million. The change from 1958 to 
1959 may represent a return to relationships 
which were characteristic for most of the postwar 
period. 

An excess of investment income over net capital 
outflows is, of course, common in the economic 
transactions between mature creditor and mature 
debtor countries. It does not involve a net drain 
on incomes or foreign exchange resources of the 
debtor countries as long as the operations of the 
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TaBLE I: U.S. BALANCE OF PAYMENTS WITH THE LATIN AMERICAN REPUBLICS, 1955-59 (ExcLupine MiniTary GRANT AID) 














(Millions of dollars) 
U.S. transactions, including shipping companies U.S. transactions, excluding 
incorporated in Panama shipping companies incor- 
porated in Panama 
1955 1956 1957 1958 1958 1959 
U.S. payments: 
Imports of merchandise . Sate te Mer Seta 3, 470 3, 782 3, 930 3, 749 3, 749 3, 724 
Imports of services . . 833 1, 010 1, 102 1, 088 901 914 
Private remittances and Government pensions . 40 42 55 54 54 55 
Government grants (net). .......e..e. 68 83 112 118 118 105 
Government capital (net) . .......2:% 51 96 146 471 471 261 
Private capital (net): 
Direct investments . 2.5.3 6. ee 193 592 1, 090 325 288 193 
Other. 4... Be et eos Ghose oe eI Aains 185 223 305 163 163 190 
Total pay ments Reet ra ae 4, 840 5, 828 6, 740 5, 968 5, 744 5, 442 
U.S. receipts: 
Exports of merchandise uiicese was 3, 282 3, 835 4, 642 4, 130 4,117 3, 553 
income on investments .....+s+ ss. 745 878 1,015 767 741 734 
Exports of other services . . 753 887 965 909 840 829 
Foreign long-term inv estments in 1 the United 
States... ea ee ee 22 33 19 —1 —1 27 
Total receipts. : 4, 802 5, 633 6, 641 5, 805 5, 697 5, 143 
Net receipts by Latin America through recorded 
transactions with the United States. . . 38 195 99 163 47 299 
Estimated net receipts by Latin America from 
oil imported by the United States through the 
Netherlands Antilles. . . 175 188 217 243 243 220 
Net receipts by Latin America through transac- 
tions with the International Monetary Fund . —44 160 58 58 —43 
Estimated net receipts of gold and dollars by 
Latin America through transactions with 
other countries, other international organ- 
izations, or through unrecorded transactions 
with the United States, —68 3 — 236 —747 —631 — 708 
Increase in Latin American gold and short-term 
dollar holdings . . Peat My aa Ser ah ah. in 3 145 342 240 — 283 — 283 — 232 























Source: U.S. Department of Commerce, Office of Business Economics. 


enterprises financed by foreign funds increase in- 
come and output of the debtor countries (net of 
their payments of investment income to the for- 
eign investors) by more than they would have been 
able to achieve with their own resources. 

U.S. purchases of goods and services in 1959 
exceeded U.S. sales (excluding investment income 
and exports financed by private and Government 
gifts and grants). In 1958 the two sides for 
these transactions were nearly in balance, but in 
1957 sales exceeded purchases by a considerable 
The year 1957 was exceptional, however, 
and the import surplus in 1959 corresponds to the 
pattern that had developed since 1950. 

An excess of purchases over sales of goods and 
services (other than investment income) also is 
typical for transactions between mature creditor 
and mature debtor countries, although in many 
cases the pattern may be modified by transactions 
with third countries. 
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Merchandise Imports Slightly Lower 


As indicated earlier, merchandise imports from 
Latin America were slightly lower in 1959 than 
in the year before, in strong contrast to the ex- 
traordinarily steep rise in imports from other 
areas. Two questions arise as to the reasons for 
this discrepancy: first, whether it reflected the 
commodity composition of our imports from Latin 
America; and second, whether there has been a 
shift in our purchases from Latin America to 
other sources of supply. 

Latin America is our principal source of supply 
of foodstuffs. Over half of such imports in 1959 
came from that area, and foodstuffs comprised 
over half of all our imports from Latin America. 
In the aggregate, imports of these commodities 
expand relatively slowly. In 1959 they were 
about 10 percent higher in value than the average 
during 1950 to 1954, compared with an increase 
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of over 60 percent for other commodities. In 
part this difference between these commodity 
groups over this period may be found in price 
movements. However, even after adjustment for 
a 10 percent price decline, imports of foodstuffs 
increased only 22 percent, while those of other 
products rose in volume approximately as much 
as in value. 

While the expansion in imports of foodstuffs in 
general is thus much more moderate than in im- 
ports of other products, imports of foodstuffs 
from Latin America did not even keep pace with 
those from other areas but actually declined in 
1959 by about 5 percent from the average of 
1950-54. 

The following may be the most significant rea- 
sons for this difference. 

First, price declines since the first half of the 
1950’s affected coffee more than most other food- 
stuffs, and coffee constitutes a much higher share 
in our Latin American imports than in those from 
other countries. 

Second, imports of foodstuffs from Latin Amer- 
ica are, more than those from other areas, domi- 
nated by commodities which are generally not 
produced within this country. These imports, 
aside from inventory movements, will in the longer 
run depend upon overall consumption. Imports 
from other areas have been more heavily weighted 
by commodities which are supplementary to our 
own production. The increase in imports can be 
relatively more than that in overall consumption 
when domestic supplies lag behind requirements. 


TABLE II: RELATION or U.S. INCOME ON INVESTMENTS FROM LATIN AMERICA TO U.S. INVESTMENTS AND TO RECEIPTS AND 
PAYMENTS ON ALL TRANSACTIONS 











For instance, purchases abroad of animal food 
products, including cattle, nearly doubled over 
that period, and in dollars their increase was 
higher than that of total food imports. Latin 
America’s share in these imports improved slightly 
in the last 2 years but still remained lower than 
one-fourth of the total. Some of the rise in these 
imports was due to temporary circumstances, how- 
ever, and a decline has set in during the latter part 
of 1959. 

Another factor adversely affecting imports from 
Latin America was shifts in the sources of supply. 
Latin America’s share in our coffee imports de- 
clined from about 95 percent of the value in the 
early 1950’s to about 88 percent during the years 
1957-59, but cocoa imports increased during the 
same period from less than 40 percent to about 
50 percent. These shifts, which are the most sig- 
nificant among food products imported from Latin 
America, were on balance adverse to Latin Ameri- 
can sales here, but the net effect for 1959 was a 
decrease of hardly more than about $50 million to 
$60 million. 

From 1958 to 1959 imports of foodstuffs from 
Latin America fell off by about $80 million, while 
those from other areas increased by about $40 mil- 
lion. The principal reasons for the decline in the 
value of imports from Latin America were the 
drop in prices of coffee and cocoa and the decrease 
in the volume of sugar imports. The volume of 
coffee imports increased substantially from 1958 
to 1959. About 5 percent of the 1959 imports from 
all areas were added to inventories, however, and 




















Including shipping companies incorporated in Panama Excluding shipping compa- 
nies incorporated in Panama 
Unit cheseteecataiall 
1946-50 1951-54 1955-57 1958 1958 1959 
U.S. investment income from Latin 
America (excluding reinvested 
earnings) ae es cio. 444 644 879 767 741 734 
Value of U.S. investments in Latin 
America at beginning of year billion $ 5. 1 ac0 9:5 12.2 11.8 12.8 
Income in percent of investment Looe 
value . rn nee ee =% SB. 9. 1 9.1 6.3 6. 3 0. | 
Total U.S. receipts from Latin Amer- H ) 
BRB ce a), 2 sie, Gomes million $ 3, 868 4, 783 5, 692 5, 805 5, 697 5, 143 =a 
Income in percent of receipts Se % 11.5 13.4 15. 5 13. 2 13. 0 14.9 | 
Total U.S. payments to Latin Amer- f 
kG: hoech ela e as as «4 nS | 38 4, 728 5, 803 5, 968 5, 744 5, 442 | 
Income in percent of U.S. payments . % 13. 5 13. 6 15. 1 12.8 12.9 13.9 
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Source: U.S. Department of Commerce, Office of Business Economics. 
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by that. amount exceeded current consumption. 
While imports this year may be smaller than in 
1959, prices appear to have stabilized since the 
spring of last year. 

Nearly one-fourth of our imports from Latin 
America consists of petroleum and its derivatives. 
Until 1958 petroleum was one of our fastest grow- 
ing import items. During the years 1950-58 the 
average yearly increase in total petroleum imports 
was close to $80 million, but in 1959, because of 
lower prices, imports were about $80 million less 
than in the preceding year. The share of direct 
imports from Latin America in our total imports 
was lower in recent years than during the first haif 
of the 1950’s, but it increased slightly from about 
51 percent in 1958 to 53 percent last year. Because 
of the Suez crisis, the value of petroleum imports 
from Latin America reached a peak in 1957; it has 
fallen off slightly since then. Inclusion of imports 
of Latin American oil products through the Neth- 
erlands West Indies would raise somewhat the 
share of Latin American petroleum in our total 
imports but would not alter the basic import de- 
velopment, which changed from a substantial rise 
in the earlier part of the 1950’s to relative stability 
in the last 2 or 3 years. 


Decline in Industrial Imports 


The remaining fourth of the imports from Latin 
America consists mainly of industrial materials, 
such as metals and ores, wool, lumber, and hides. 
Manufactured goods are a relatively small part of 
our purchases in that area. U.S. expenditures in 
Latin America for these commodities in 1959 were 
about 5 percent higher than in the previous year 
but still 12 and 14 percent, respectively, lower than 
in 1956 and 1957 and almost equal to those in 1955. 

In contrast, total U.S. imports of industrial ma- 
terials associated with nondurable goods produc- 
tion in 1959 were about 18 percent above 1957 and 
over 43 percent above 1955; those associated with 
durable goods production were 16 percent above 
1957 and 20 percent above 1955. 

Two major factors seem to be responsible for the 
difference in the development of our total indus- 
trial material imports and those from Latin 
America. 

First, among those major materials for which 
Latin America is a large supplier, shifts in our 
sources of supply have taken place which reduced 
the share of Latin America in our imports. Of 
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such nondurable materials as hides and skins, non- 
edible vegetable oils and oilseeds, tobacco, wool, 
and other textile materials, the Latin American 
share of our imports fell from a high of nearly 28 
percent in 1956 to about 24.5 percent in 1959. Most 
of the relative decline has occurred since 1957. Of 
selected metals and ores, the Latin American share 
rose from 33 percent in 1955 to close to 39 percent 
in 1958 but fell to about 32.5 percent last year. 
This decline occurred in imports of most of the 
major metals, including iron ore, copper, lead, and 
zinc. Latin America’s share in iron-ore imports 
had reached a peak of about 62 percent (compared 
to 43 and 44 percent during the years 1955 and 
1956) but declined to about 54 percent in 1959, 
although in absolute amounts imports were at a 
new high. Copper imports from Latin America 
were 41 percent of the total compared with 56 per- 
cent in 1956, lead imports 34 percent compared 
with 45 percent in 1956, and zinc imports 28 per- 
cent compared with 43 percent in 1957. 

Second, our imports of these materials, with few 
exceptions, have not risen as much as our total im- 
ports of industrial materials. Of the commodities 
which are used primarily in nondurable goods in- 
dustries, imports of those of which Latin America 
is a major supplier fell gradually from 57 percent 
in 1955 to 46 percent in 1959. Of those which are 
primarily used in durable goods industries, the 
decline was from 48 percent in 1957 to 32 percent 
in 1959. In part the decline in the share of these 
more traditional imports (except perhaps iron 
ore) may be explained by the rise in imports of 
semimanufactured steel products due to the steel 
strike here and a relatively slack steel demand in 
other producing countries. Even omitting these 
steel imports, the share of those metals for which 
Latin America is an important source dropped 
from 52 percent of total imports of metals and ores 
in 1957 to 38 percent in 1959. 

Thus, for those materials of which we purchase 
relatively large amounts in Latin America, other 
sources have become more important and other 
commodities—including substitutes such as alu- 
minum, for which Latin America is not a major 
source—apparently have found a faster developing 
market in this country. 

The failure of imports from Latin America to 
expand to the same extent as those from other 
areas thus was due in part to certain special cir- 
cumstances such as the decline in prices of coffee 
and petroleum, in part to the large share of food- 
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stuffs in total imports, for most of which—par- 
ticularly those obtained from Latin America— 
the demand tends to rise less than for industrial 
products, and in part to the fact that relatively few 
of the imports from Latin America are showing 
a strong tendency to grow and that petroleum, 
which had been a fast-rising import until 3 years 
ago, did not continue that trend. The newer im- 
ports, such as steel, aluminum, and, of course, 
manufactured products, have so far been obtained 
almost entirely from areas other than Latin 
America. 


Expenditures for Services 


Payments to Latin America for services in 1959 
amounted to slightly more than $900 million, 
approximately one-fourth of the amount paid for 
merchandise imports but considerably higher than 
net payments through Government grants and 
loans and private capital outflows. The aggre- 
gate of services expenditures has not changed 
materially over the last 3 years. 

Nearly half of the services expenditures re- 
sulted from international travel. Of the approxi- 
mately $440 million spent in Latin America last 
year for that purpose, all but about $93 million 
accrued to Mexico; South America received about 
$35 million to $40 million and the Caribbean and 
Central American Republics about $55 million. 

Expenditures in Mexico, a large part of which 
consists of border transactions, were somewhat 
higher than in 1958, but in certain of the other 
Republics they were smaller. 


Government Assistance 

Net contributions to Latin America by the U.S. 
Government through grants and capital trans- 
actions declined from a record high of nearly $600 
million in 1958 to about $365 million last year. 
The change was mainly in loan disbursements, 
which declined by nearly $200 million, and in re- 
payments, which rose by $30 million. Neverthe- 
less, net Government disbursements were as high 
as in the pre-1958 peak year of 1953 and substan- 
tially higher than in all other postwar years. 

About half of the 1958-59 decline in new loans 
was in disbursements to Brazil, which were at an 
exceptionally high rate in 1958, in part to meet 
financial difficulties in that country at that time. 
The remainder affected several countries, princi- 
pally Mexico, Colombia, Chile, and Cuba. 
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The decline in Export-Import Bank disburse- 
ments was somewhat larger than in total new | 
loans. Loans under somewhat easier terms, partic- 
ularly by the Development Loan Fund, and loans 
in foreign currencies acquired through the sale 
of U.S. agricultural commodities increased. 
Among the latter, loans to private enterprises, 
while still small, increased steeply from $2 million 
to nearly $8 million. 


Private Capital Movements 


Direct investments dropped from about $300 
million in 1958 to $200 million in 1959, with most 
of the decline in the Venezuelan petroleum in- 
dustry. Direct investments in other industries 
were about as high as in 1958 but did not recover 
to the rate achieved in 1956 and 1957. 

The net outflow of other private capital, prin- 
cipally bank loans, was about $30 million higher 
than in 1958 but, more important perhaps, con- 
sisted to a larger extent of long-term funds. The 
net outflow of funds through long-term loans was 
about $140 million, as compared with $60 million 
in 1958, while the net outflow of short-term funds 
declined by a smaller amount. The longer term 
loans went mainly to Mexico, Argentina, and 
Chile, while the net repayments were made by 
Cuba and Venezuela. 

Of the short-term loans Venezuela received 
about $100 million, which offset most of the de- 
cline in direct investments and in longer term 
bank loans. Short-term claims also increased on 
Colombia, but those on Brazil and Cuba were re- 





duced. Combining both long- and short-term U.S. 
claims as reported by U.S. banks, the most im- 
portant movements were net outflows of about $87 
million to Venezuela, $68 million to Mexico, $50 
million to Argentina, $50 million to Chile, and net 
returns of $84 million from Cuba and $36 million 
from Brazil. 


Decline in Exports 
Total receipts from Latin America, as indicated 
earlier, declined from 1958 to 1959 by about $550 | 
million, or more than 10 percent. Most of the 
decline was in merchandise exports, but receipts 
from services and income on investments were | 

also slightly lower. 

Merchandise exports were about $3,550 million. 
This was about $1.1 billion less than at the 1957 
peak and halfway between the 1955 and 1956 
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amounts. The decline was widespread and oc- 
curred in our sales to all but 3 of the 20 Republics. 
Most important in dollar terms was the drop in 
Mexico, Brazil, and Cuba, with a decrease of over 
$100 million in each of these countries. The in- 
creases were primarily in Uruguay and Colombia, 
but exports to the latter country were still at a 
very low level compared with recent years prior 
to 1958. 

More than half of the decline was in Latin 
American purchases of machinery and transport 
equipment, and over 20 percent affected metal 
manufactures. Most of the remaining decline was 
in foodstuffs, particularly grains. Only a very 
small part of this decline was due to lower sales 
for foreign currencies under Government pro- 
grams. Among the commodities which main- 
tained their markets were chemicals including syn- 
thetic rubber and fibers, coal, pulp and paper, and 
sme other industrial materials. It may be too 
early to conclude that these changes reflect longer 
term shifts in our exports from finished to semi- 
finished goods, but the industrial development in 
latin America, spurred by our own investments, 
vould favor this tendency. 

The major reason for the more than $1-billion 
decline in U.S. exports to the Latin American Re- 
publics since 1957 is the drop in their foreign ex- 
change receipts. During the same period, how- 
ever, exports from Europe to Latin America 
declined only by about $60 million, or 2 percent 
(all of which occurred during 1958) and exports 
from Japan increased by about that amount. Thus 
the entire decline in Latin American purchases 
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‘from industrial countries was, in the aggregate, 
| limited to goods from the United States, and con- 
sequently our share in total Latin American im- 
ports declined. If Latin American imports from 
| all industrialized countries had declined in the 
same proportion, our exports would have shrunk 
by about $400 million less than they actually did. 
| Although the larger loss in our sales may in part 
bedue to special circumstances affecting particular 
countries or products, it does point to the possi- 
bility of a weakening, at least temporarily, in our 
competitive position. 


Gold and wullar Holdings 


‘The overall decline in Latin American gold and 
liquid dollar assets of about $230 million during 
1959 includes losses of over $400 million by 
Venezuela and about $150 million by Cuba. Many 
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of the other countries, however, increased their 
liquid funds. Among the countries which had the 
largest gains in their reserves were Argentina, 
Chile, Colombia, and Mexico. 

The recovery in reserves by these countries may 
permit them to expand their foreign purchases 
again. This may improve our exports. The fu- 
ture of our exports to all of Latin America in the 
longer run, however, depends basically upon the 
foreign exchange receipts of these countries and 
the success with which we compete with other 
nations. 


Country Data 


The data on the transactions between the United 
States and Latin America as a whole do not indi- 
cate whether the major changes are due to condi- 
tions affecting a few countries only or are charac- 
teristic for a major part of the area. 

Table III provides, for the first time, data on 
U.S. transactions with eight of the major Latin 
American Republics for the years 1955-58. (De- 
tails for 1959 are not yet available.) The decline 
from 1957 to 1958 in our total payments to Latin 
America was mainly due to the drop in payments 
to Venezuela, mostly because of lower private in- 
vestments. Of the other countries shown here, 
payments to Chile, Colombia, and Peru dropped 
slightly, but Argentina, Brazil, Cuba, and Mexico 
had higher receipts from the United States, al- 
though business activity in the United States had 
declined during that period. 

The largest decline in U.S. receipts from 1957 
to 1958 was also from Venezuela, but receipts from 
all but two of the other seven countries also de- 
clined. The exceptions were Brazil, to which U.S. 
exports increased (reflecting higher Government 
loans), and Mexico, which continued expenditures 
in the United States at the 1957 level. 

Of the eight countries shown here all except 
Venezuela improved their balance with the United 
States from 1957 to 1958; most important was the 
improvement of the balance of Cuba (by about 
$150 million), of Argentina (by about $100 mil- 
lion), and of Chile (by about $50 million). The 
decline in the balance of Venezuela with the 
United States was about $350 million, however, 
and about $25 million more if the oil purchases 
through the Netherlands Antilles are included. 

As indicated earlier, the changes in transactions 
between the United States and Latin America and 
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the gold and dollar transactions with the Inter- 
national Monetary Fund do not explain the 
changes in Latin American gold and dollar hold- 
ings. The residual reflects either dollar transac- 
tions with countries other than the United States, 
international institutions other than the Interna- 
tional Monetary Fund, or unrecorded payments 
to or by the United States. 

For the area as a whole, these transactions re- 
sulted in net payments by Latin America (includ- 
ing the Panamanian shipping companies) of 
about $750 million in 1958, or approximately $500 
million more than in the previous year. The rise 
in this dollar flow, which cannot be explained by 
recorded transactions with the United States and 
the International Monetary Fund, was largest 
between these 2 years. The further increase from 
1958 to 1959 was less than $100 million. 

The data on U.S. transactions with the major 
Latin American countries indicate which of the 
countries account for a major part of these resid- 
ual transactions and which countries account for 
the major changes in them during recent years. 
An association of these transactions with specific 
countries may in turn shed some light upon their 
nature. 

First, it may be of some interest to note that 
over the years examined here these residual trans- 
actions resulted in consistently large net payments 
by Brazil and Colombia. Among the countries 
having large net receipts were Mexico for all of 
the 4 years, Venezuela for the years 1955 to 1957, 
and Cuba for 1957. Some of the large net pay- 
ments, especially by Brazil, and large net receipts 
by Venezuela were for oil and oil products orig- 
inating in the latter country. 

The increase in these net payments from 1957 
to 1958 was mainly in the transactions by Vene- 
zuela and Cuba and apparently also by some of the 
12 countries for which separate estimates have not 
been made. The rise in net payments by these 
countries was in part offset by a large decline in 
net payments by Brazil and by minor changes in 
the balance of other countries. This indicates that 
the large rise in the net dollar payments by Latin 
America as a whole, not explained by recorded 
transactions with the United States or the Inter- 
national Monetary Fund, was largely due to trans- 
actions by two countries and was not characteristic 
for the area as a whole. 

A comparison of these computations with bal- 
ance-of-payments tables prepared by Venezuela 
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does not indicate an increase in net payments 
through recorded transactions with countries other 
than the United States in the magnitude indicated 
here. Instead, the nearly $400-million shift in the 
movement of Venezuelan gold and dollar holdings 
which cannot be explained on the basis of US. 
data or recorded transactions with the United 
States or the International Monetary Fund ap- 
pears to correspond to a nearly equal shift in un- 
recorded transactions, perhaps capital movements 
in the Venezuelan balance of payments. 

The balance of payments of Cuba does not show 
a similar change in “errors and omissions.” About 
two-thirds of the change in the movement of Cu- 
ban gold and dollar holdings not explained by U.S, 
data on transactions with the United States and 
the International Monetary Fund can be explained 
by shifts in Cuba’s trade balance with other areas. 
The major factor in this shift from 1957 to 1958, 
however, was a decline in exports to other areas by 
about $100 million, rather than a rise in imports 
from them, which expanded only by $40 million. 

Thus it appears that a large part of the increase 
from 1957 to 1958 in net payments by Latin Amer- 
ica through transactions other than those recorded 
in the U.S. balance of payments was due to un- 
recorded capital movements to the United States 
or to other countries, mostly from Venezuela. 
Shifts in trade or recorded capital transactions in 
favor of other areas were minor in comparison. 


Mr. Dillon Attends Meetings, Talks 
at Geneva, Vienna, Belgrade, Paris 





The Department of State announced on July 1 
(press release 375) that Under Secretary Dillon 
would leave Washington on July 9 for Geneva, 
where he will represent the United States at the 
ministerial meeting of the 30th session of the | 
United Nations Economic and Social Council, 
July 11-14. 


Later he will visit Vienna, July 14-17, and Bel- | ° 


grade, July 17-20, to discuss matters of mutual | 
interest. with officials of the Austrian and Yugo 
slav Governments and U.S. representatives. 
While in Vienna Mr. Dillon will address the Aus- 
trian Society for Foreign Policy on July 1. 
From Yugoslavia he will go io Paris to attend 
the ministerial conference on the reconstitution 


~~ 
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of the Organization for European Economic 
Cooperation on July 22 and 23. 

Members of his party will include: Graham 
Martin, John M. Leddy, Robert C. Brewster, and 
Dixon Donnelley, Special Assistants to the Under 
Secretary; Dudley W. Miller, Executive Secre- 
tariat; Mrs. Dorothy de Borchgrave, personal 
assistant to the Under Secretary; and Miss Eva 
Hallam, Mr. Leddy’s secretary. 


U.S. Makes Loan to Guatemala 
for Development Work 


The Department of State announced on June 
29 (press release 368) that the United States and 
Guatemala had on that day signed an agreement 
by which the International Cooperation Admin- 
istration will lend $3,500,000 to help Guatemala 
carry forward its economic development program. 

The funds, which are in addition to approxi- 
mately $2,300,000 made available by ICA to 
Guatemala for technical cooperation in 1960, will 
be used to help finance development projects in 
the fields of aided self-help housing, water sup- 
ply, malaria eradication, environmental sanitation, 
vocational education, school construction, high- 
ways, and rural community services. 

The loan agreement was signed by the Guate- 
malan Ambassador to the United States, Carlos 
Alejos, on behalf of his Government and by 
Samuel C. Waugh, President of the Export-Im- 
port Bank of Washington, on behalf of the United 
States. The bank administers ICA loans made 
under provisions of the Mutual Security Program. 


U.S. Welcomes French 
Trade Liberalization 


Department Statement 
Press release 356 dated June 27 

The U.S. Government welcomes the announce- 
ment made on June 27 of the action of the French 
Government in freeing further goods from import 
quota controls. We understand that asa result of 
this move only two industrial products remain 
inder discriminatory quota control from the dol- 
lar area. We appreciate this additional step by 
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France in its steady progress toward the GATT 
[General Agreement on Tariffs and Trade] ob- 
jective of elimination of quota controls on imports. 
We regret, however, the absence of agricultural 
products from the new list and hope to see early 
removal of French import quota controls on agri- 
cultural products. 

We understand that the list includes unvulcan- 
ized rubber, steel chains and link belts, saws, 
pumps and compressors, typewriter-accounting 
machines, statistical machines, hydraulic valves, 
electronic tubes, liquid meters, printed silk, rain- 
wear, linoleum, refrigeration machinery, earth- 
drilling equipment, printing machinery, machine 
tools, vacuum cleaners, and air navigation equip- 
ment. We expect to receive a detailed list of the 
newly liberalized products, which we will make 
available to the press upon receipt and which will 
be published in the Department of Commerce 
publication Foreign Commerce Weekly. 


Freedom Day 


by Richard H. Davis 
Deputy Assistant Secretary for European Affairs + 


We have come together on this island—now 
named Liberty Island—on a day set aside to honor 
the cause of freedom. The statue at whose base 
we stand is a world symbol of the devotion to lib- 
erty which we share with that great nation, 
France, whose gift it was and whose traditions 
have inspired us and other nations of the world. 

It is fitting that we speak on this day of the 
meaning of freedom. Since man began to live as 
a member of a group, he has concerned himself 
with achieving and expanding his freedom as an 
individual in society. As civilization developed, 
the goals of personal freedom broadened. Start- 
ing from the basic freedom of his person, man 
sought the freedom to acquire and hold property, 
to move about freely, to practice his religion, to 
think and express himself freely, and in order 
to protect these freedoms, to influence the way he 
was to be governed. 

As man gained these personal freedoms and 


began to share in the life of his nation, he identi- 


* Address made at the Freedom Day ceremonies at the 
Statue of Liberty, New York, N.Y., on June 29 (press re- 
lease 363 dated June 28). 
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fied himself with the nation and with its freedom. 
He recognized that, if his nation were to fall un- 
der foreign control, this would almost surely cost 
him some of his own freedom. 

Thus the search has been for both individual 
and group freedom, man recognizing how much 
one depended upon the other. As a nation born 
in a search for personal freedom, which soon 
fought a war of national independence in order 
to protect this freedom, we can hardly forget that 
the two are often inseparable. From our own his- 
tory and traditions we support the hopes and ef- 
forts of others to live as free men in free nations. 
As we have grown as a nation, we have joined in- 
creasingly in efforts to build a world in which 
this would be possible for all men. This world, as 
we see it, is one in which free men and free na- 
tions, joined in the United Nations and in other 
regional and international organizations, may 
move toward common goals. 

Let me speak briefly of some of these goals and 
of our role in seeking to attain them. 

All mankind hopes for a world free from the 
threat and fear of war—a world in which arms 
and armies are not necessary, in which the awe- 
some power of the atom is exploited only to serve 
mankind, in which tensions and disputes have 
given way to agreement and understanding. We 
have joined actively in attempts to achieve these 
ends. We shall continue to pursue them firmly 
and patiently in spite of difficulties which are 
placed in our path. 

But we do not stop there. The world we seek is 
one which is not only free from the fear of war 
and destruction. It is one in which all men live 
in freedom to decide their own destinies, to govern 
themselves in ways of their choosing, and to enjoy 
the fruits of nature and knowledge in gaining a 
fuller and richer life. 

We live in an era when new nations are emerg- 
ing into independence while others, once free, are 
denied the freedom which is their right. 

In the free world during the past 20 years nation 
after nation has achieved independence—includ- 
ing three African nations [Malagasy Republic, 
Republic of the Congo, and Somali Republic] dur- 
ing this very week—and others are moving toward 
it with the understanding and assistance of the 








former metropolitan powers. In the same period 
nine Eastern European nations have fallen under 
the yoke of Communist imperialism. We will 
never recognize this as a normal situation. We 
will always support the rights and aspirations of 
these peoples to have governments and institutions 
of their choosing. The world was told recently 
that the Soviet Government adheres to the prin- 
ciple of national self-determination. If this be so, 
then the peoples of these nine European nations 
are no less entitled to the right of self-determina- 
tion, the exercise of political freedom, than those 
peoples of Africa and Asia who have so recently 
won their independence. 

In the free world we are witnessing the process 
of self-determination in action as nations emerge 
into independence. One after another they are 
seeking to establish and strengthen the institutions 
of free government. 

Many of these nations are faced with the chal- 
lenge of building their economies, of enlarging the 
means of education, communication, and transpor- 
tation, of securing for their populations the means 
for a fuller life. Upon this depends to a consider- 
able extent the growth of democratic institutions, 
which are themselves crucial to the realization of 
the goals which they—and we—seek. We have no 
wish to influence the patterns of government of 
these societies. We wish only that they have the 
maximum opportunity to develop as open and free 
societies in accord with the expressed will of their 
populations. 

Both directly and within the framework of the 
United Nations we are assisting these nations in 
their development. Our purposes are clear. Our 
nation was born and grew with a vision of freedom 
and a full life. We have worked and fought to 
preserve this freedom for ourselves and for others. 








We now have the opportunity and the obligation 
to play a role in the spreading of conditions in 
which the peoples of the emerging nations may 
realize their own visions of freedom. | 

As the great lady who stands above us holds 
high the torch of liberty, we must hold high the 
light of freedom for all so that we may move to- 
gether toward a world free of want, free of fear, 
governed by the rule of law, in which man is 
limited only by the range of his vision. 
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Mutual Security Appropriations for Fiscal Year 1961 


Following are statements made by Secretary 
Herter and Under Secretary Dillon before the 
Senate Appropriations Committee on June 28 in 
support of the Mutual Security Program for fiscal 
year 1961. 


STATEMENT BY SECRETARY HERTER 


Press release 361 dated June 28 

Iam pleased to have the opportunity to appear 
before you in support of the request for appropria- 
tions for the Mutual Security Program. I want 
to speak to you briefly regarding the significance 
of this program and the importance of adequate 
appropriations for it. I am accompanied by 
Under Secretary Dillon, who is, as you know, 
directly responsible for the coordination of the 
Mutual Security Program. With your permission 
I will ask him to address himself specifically to 
the effect of the mutual security appropriations 
bill which has been passed in the House of 
Representatives. 

Just a little over 3 months ago I appeared be- 
fore the Senate Foreign Relations Committee to 
support the mutual security authorizing legisla- 
tion. I spoke at that time of the fact that we 
faced a period of negotiations of critical impor- 
tance and of the uncertainty as to whether these 
hegotiations would succeed in reducing interna- 
tional tensions. I pointed out then that negotia- 
tions in and of themselves did not alter the basic 
conflict of ideas and ideologies. I said that the 
fact of negotiations did not warrant any relaxa- 
tion of our efforts to safeguard ourselves and our 
friends and allies from the menace of international 


communism, 
Die 


“BULLETIN of Apr. 11, 1960, p. 566. 
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The events of the past 3 months underscore, if 
underscoring were needed, the harsh and basic 
realities with which we are confronted—realities 
which necessitated the institution of the Mutual 
Security Program and which compel its con- 
tinuance and strengthening. There can be no pos- 
sible doubt that the goal of the Communists to 
achieve world communism remains unchanged. 
There can be no possible doubt that the leaders 
of this powerful bloc believe that the end justifies 
the means and will employ any means which they 
believe will help achieve their goal. 

The present thrust of Communist effort is also 
indisputably concentrated on attempting to divide 
the free world, to weaken the confidence of other 
free nations in the leadership of the United States, 
to pressure and to persuade such nations to draw 
back from association with us. These are obvious 
moves designed to isolate us from our friends and 
allies and them from us. 

This is not of course a new objective, nor are 
these present pressures without numerous prece- 
dents. Rather it is a reaffirmation of the con- 
stancy of the Communist purpose, an unmistakable 
notice that the determination to establish a 
Communist world continues unaltered and 
undiminished. 


Basic Purposes of Mutual Security Program 


Peoples everywhere, in this country, in the 
nations allied with us and in those uncommitted, 
and indeed those in the Sino-Soviet bloc, are con- 
cerned with and will be affected by the nature of 
our response to the challenge renewed by recent 
events. They will examine our actions carefully, 
seeking indications as to whether our adherence 
to our principles and our purposes will be altered. 
The resoluteness with which we provide for our 
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Mutual Security Program, which is the principal 
instrument through which we give support to our 
established principles and purposes, will be the 
object of particular attention. 

Thus, the action taken by the Congress on this 
bill takes on special significance at this time. It 
will symbolize to millions of people the character 
of our reaction to recent developments. 

Mr. Chairman, members of the committee, I 
want to be clear about this. I believe the Mutual 
Security Program is neither more nor less neces- 
sary because of the events of recent months. It 
was necessary before these events occurred; it is 
still necessary. The renewed Communist pres- 
sures do demonstrate and emphasize the threat 
to all free peoples which the Mutual Security 
Program helps to resist and rebuff. ‘These pres- 
sures do spotlight the action of the Congress on 
the program and will intensify the impact of the 
nature of that action on world opinion. 

Our course is and must be based on a steadfast 
adherence to the purposes which are advanced in 
the Mutual Security Program. We seek to de- 
fend ourselves and to assure our own security; 
we seek equally to support the right of every 
nation freely to determine its own system of gov- 
ernment; we seek equally to help in the progres- 
sive betterment of human beings. It is for these 
reasons that we have had a Mutual Security 
Program; it is for these reasons that we should 
and must continue it. 


House Appropriation Bill 


The House of Representatives has enacted an 
appropriation bill which would provide $3,584 
million, approximately $600 million less than we 
believed to be needed and justified. The House 
Appropriations Committee reduced the amounts 
requested by nearly $800 million, almost evenly 
divided between military and nonmilitary pro- 
grams. Action on the House floor resulted in a 
restoration of half the cut in the military funds. 
There was no restoration of economic funds. 

Yertainly, the full amount requested by the 
President * for military assistance is urgently 
needed to maintain an adequate defensive strength 
in our allied nations. The action of the House 
in effecting a partial restoration is most helpful. 
However, I want to make two points. 


*For text of the President’s message to Congress, see 
ibid., Mar. 7, 1960, p. 369. 
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First, the maintenance of defensive strength 
in our allies does not depend solely on the provi-} an 
sion of military assistance, vital as it is. Eco- 
nomic assistance in the form of defense support | 00 
is equally essential not only to maintain the forces } tic 
which use the arms but to safeguard the econo-} [! 
mies of the recipient nations from the strains im-} ©] 
posed by their military effort. Military assistance { it 
and defense support are of equal importance in} wh 
maintaining strong allies. ye 
Second, I wish to emphasize that, if we confine | tiv 
our response to the threat of communism to the | &! 
erection of defensive military forces, we shall} Je 
surely lose the contest in the end. Deterrent de- | ing 
fensive strength is essential; it must be main- | Set 
tained; but it is futile if the societies it protects | pre 
do not concurrently progress. ern 
We must recognize—and in this legislation we} me 
do recognize—that there is at work in the world { tha 
today a ferment of freedom and of progress stir- | oop 
ring hundreds of millions of people in Asia, | pi 
Africa, and Latin America. These people want} ;, 
and require a better life; this desire for improve- I 
ment is a major and unquenchable human motiva- of 
tion. In the less privileged nations of the world in 
this desire is a growing force based on an in- ; 
creasing recognition of the possibilities for ad- os 
vance and an increasing rejection of second- or | “° 
third-class status as world citizens. Suc. 
The challenge which the need for progress pre- | 
sents cannot be ignored and the response to it must wn 
be no less vigorous or adequate than the response tS p 
to threats of military force. To the majority of but 
the underdeveloped people of the world, preoc- 
cupied with the enormous obstacles to self-im- _ 
provement, this challenge is the significant and 
important one. It would be most unwise if our | Press 
actions gave credence to the false concept that our} | 
interests were purely selfish and the welfare of you : 
others a matter of no concern. | with 
One further point—and Under Secretary Dil- | Secu 
lon will have more to say on this subject—has to | Hous 
do with restrictions. The House bill has imposed | . Ty 
a number of restrictions on the use of funds } by t] 
provided and on the administration of them. I} signi 
ask you in reviewing these to consider quite seri- | duire 
ously whether there is real justification for re) | 
stricting the administrators of this program, both | nol 
those now in office and those of the administration | et 
to be elected this fall, in ways which we sincerely | po, 
believe will seriously and adversely impede the | Jun 
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eflective employment of this program to protect 
and advance our national interests. 

One such amendment in particular I want to 
comment on. This amendment is set forth in sec- 
tion 101 and concerns the furnishing of documents. 
I must tell you that section 101 is totally unac- 
ceptable to the executive branch and is deemed by 
it to be unconstitutional. It reraises an issue 
which was the subject of intensive discussion last 
year and involves both congressional and execu- 
tive powers about which each is highly and prop- 
erly sensitive. This committee took the lead last 
year in resolving the issue and succeeded in writ- 
ing a provision of law, section 111(d) of the 
Senate Appropriations Act, 1960, which has 
proved acceptable to both branches of the Gov- 
ermment and reenactment of which was recom- 
mended by the President. It is my earnest hope 
that, in order to avoid prolonged and unnecessary 
controversy, the amendment proposed in the House 
bill will be rejected and the mutually agreed sec- 
tion 111(d) reenacted. 

In summary, gentlemen, I urge the provision 
of adequate funds both for the maintenance of 
strong defenses and for the promotion of 
human betterment. I also urge appropriations 
free of crippling and unwarranted restrictions. 
Such actions on your part will make possible a 
sound and balanced program and will demonstrate 
to all the world that the United States maintains 
its principles and purposes, without fear or alarm 
but with dignity and steadfastness. 


STATEMENT BY UNDER SECRETARY DILLON 


Press release 362 dated June 28 


I appreciate the opportunity to come before 
you again in order to indicate to you our position 
with respect to certain provisions of the Mutual 
Security Appropriations Act adopted by the 
House of Representatives which give us concern. 
. The Mutual Security Appropriation Act passed 
by the House of Representatives fails in five 
significant ways to respond adequately to the re- 


, Wuirements of our national interests and security: 


m, both | 


stration 
incerely 
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1. It provides insufficient funds to support the 
policies and programs authorized in the substan- 


) ne 





*For a statement issued by Under Secretary Dillon 
June 15, see ibid., July 4, 1960, p. 28. 
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tive legislation and needed to maintain U.S. 
leadership. 

2. It imposes restrictions on the use of the 
funds appropriated which are inconsistent with 
and would seriously impede the effective execution 
of these policies and programs. 

3. It provides limitations on administrative 
funds which would severely restrict the capacity 
of the executive branch to assure efficient manage- 
ment of the funds appropriated and the programs 
authorized. 

4. It includes two other amendments which 
seriously threaten the execution of the program. 

5. It fails to include two provisions important 
to the execution of the program. 


Insufficiency of Funds 

First, as to funds: The House bill provides 
$1.8 billion for Military Assistance, which is $200 
million less than the amount needed for essential 
military equipment and training for moderniza- 
tion of our NATO [North Atlantic Treaty Organ- 
ization] and Far Eastern allied forces. 

It provides but $600 million for Defense Sup- 
port. This is $95 million less than the current 
year’s appropriation, $124 million less than the 
executive branch believed necessary, and $75 mil- 
lion less than the Congress itself has authorized to 
be appropriated. The action of the Congress in 
sharply reducing the authorization for defense 
support was taken prior to the recent intensifica- 
tion of Communist pressures. The full appropria- 
tion of the authorized defense support amount will 
scarcely permit our allies to maintain the forces 
for which equipment is being furnished. <A cut 
of the dimensions proposed by the House will 
jeopardize the economic stability of our stanch 
allies along the Sino-Soviet perimeter and thus 
decrease essential military strength at the very mo- 
ment Sino-Soviet pressures are being intensified. 

The severe reduction in Special Assistance also 
presents an especially critical problem. It would 
force the early mutilation or abandonment of cur- 
rent programs required by specific U.S. interests 
and make it impossible to respond to new needs 
such as those posed by the emerging countries of 
Africa. Special assistance covers a wide range of 
situations, including assuring to the United States 
the use of military facilities in North Africa, the 
maintenance of stability in the Middle East, the 
prevention of economic chaos in Bolivia and Haiti, 
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participation in malaria eradication, and support 
of American-sponsored schools abroad. The pur- 
poses which are served by special assistance have 
not been challenged during the congressional re- 
view; indeed each committee has stressed the 
importance of the components of particular inter- 
est to it. Yet the amount provided in the House 
bill, $206 million, is $39 million less than last year’s 
appropriation, $50 million or nearly 20 percent 
below that authorized by the Congress, and $62 
million less than the executive branch believed 
necessary to carry out the programs authorized. 
The full amount authorized is urgently required. 

The reductions in the amounts requested for the 
Development Loan Fund and Technical Coopera- 
tion are in the long run equally inimical to our 
national interests. These are the primary instru- 
ments through which we aid and encourage the 
less developed nations of the world to satisfy the 
needs and wants of their peoples for progress 
without resort to communism. A failure on our 
part to provide such help in adequate measure 
seriously restricts their freedom of choice. The 
House appropriation of $150 million for bilateral 
technical cooperation is $22 million less than what 
was requested and authorized and nearly $11 mil- 
lion less than the current fiscal year 1960 program. 
The clear need for new and increased programs in 
Africa cannot be met unless additional funds are 
provided. 


Restrictions on Use of Funds 

Second, as to restriction on use of funds: The 
House bill imposes new restrictions on the use of 
contingency funds and on technical cooperation 
funds which would severely limit their effective 
employment to achieve the purposes for which 
their appropriation was authorized. Neither 
restriction is justified; much harm and no benefit 
can result from their retention. 

The amendment regarding contingency funds 
would deny the President a degree of flexibility 
of proven value, clearly intended by authorizing 
legislation to be available, and would seriously and 
adversely hamper the effective use of these funds 
to advance our security interests. 

The principal need for the contingency fund has 
been, and is expected to continue to be, to meet the 
needs of situations which are totally unforeseen. 
The need to use such funds as the fiscal year 
progresses to make minor but vitally important 
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adjustments in country programs which cannot be 
made within the appropriations for the various 
categories of aid is of equal importance even 
though the extent of such use has been relatively 
small. Projections of aid requirements set forth 
in the congressional presentation necessarily are 
based on forecasts of the economic and political 
situations likely to develop over the ensuing fiscal 
year. Neither the executive branch nor the Con- 
gress can afford to jeopardize our national inter. 
ests by forcing rigid adherence to projections 
which may be and often are invalidated by chang- 
ing circumstances. 

It is in these cases that the power to adjust aid 
levels using a small portion of contingency funds 
has proven most valuable. The flexible use of 
these funds, which total less than 5 percent of the 
entire mutual security appropriation, is essential 
to carry out the policies and programs of the 
legislation. 

The restriction contained in the House bill could 
be construed not only to prevent the use of these 
funds to effect necessary adjustments in going 
programs but to preclude the use of contingency 
funds to augment aid to any recipient of such aid 
irrespective of the extent to which changes in cir- 
cumstances justified such action. Under such an 
interpretation, for example, contingency funds 
could not be used to augment a military program 
in a given country, even if overt Communist attack 
should occur. Thus the language of the provision 
is subject to the interpretation of imposing an even 
greater degree of inflexibility than presumably in- 
tended by the sponsors of the restriction. 

The restriction is contrary to the established use 
of the contingency fund, repeatedly made known 
to the Congress and accepted in congressional ac- 
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tion in this year’s authorization bill. Its rejection 
is strongly urged. 

The limitation prohibiting the use of technical| 
cooperation funds to initiate any technical coop: | 
eration project or activity which has not been pre | 
viously justified to the Congress would destroy the, 
flexibility which has been at the heart of a decade } 
of success of the point 4 program. This prohibi-| 
tion removes the possibility of making adjust 
ments in technical cooperation programs during 
the course of negotiation or to meet new needs of 
higher priority. It alters the program from ott 
of cooperation with foreign countries to a unilat 
eral take-it-or-leave-it program. 
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:not be | Restrictions on Administrative Funds 
various} Third, as to restrictions on administrative 
€ even | funds: The House bill denies funds in the amounts 
atively | needed to assure effective administration of the 
t forth | jfutual Security Program. 
‘ily are} In the case of ICA administrative expenses the 
olitical | ynounts provided are inadequate to effectively 
g fiscal | administer its programs. Restoration of the $2 
ve Con-} nillion authorized is urgently needed. 
l inter-} Inthe case of Military Assistance, the Develop- 
jections } ment Loan Fund, and the Inspector General and 
chang-| (omptroller the House bill does not save any 
money. It merely limits the amount of the funds 
just aid { appropriated which can be used for administra- 
v funds } tion. This ignores the substantially increased su- 
use of | pervisory and implementation workload of the 
t of the} Development Loan Fund with respect to the 150 
ssential | Jans in being at the start of the new fiscal year. 
of the| Funds for this work must be made available to 
assure that appropriations already committed by 
Il could | the Development Loan Fund are well spent. It 
of these | impedes and restricts the efforts of the Defense 
1 going} Department to improve administrative manage- 
ingency | ment in the military assistance program. In the 
such aid | case of the Inspector General and Comptroller, the 
s in cit-| limitation virtually makes it impossible for his 
such a0} duties to be faithfully and fully performed. This 
y funds} office, created last year by the Congress to assure 
program | better management, inspection, and evaluation of 
st attack } the program, is now to be denied the funds re- 
rovision | quired to do the job. This would weaken our abil- 
‘an evel} ity to remedy the type of errors which Congress 
ably in { has long criticized. 
shed use} Restriction on Employment of Personnel 
e knowl} Fourth, as to other provisions: Two provisions 
ional ac-| which appear in the House bill by virtue of amend- 
rejection | ments on the House floor are particularly objec- 


tionable. The first of these, section 101, dealing 
echnical | with the furnishing of documents, has been dis- 
‘al coop-| cussed by Secretary Herter. The second is section 
een pre | 112 restricting employment of ICA personnel. 
stroy the) This amendment also raises anew a proposal which 
a decade) was rejected by the Congress last year and which 
prohibi| Was not recommended by the House Appropria- 
, adjust! tions Committee. 
s during} The amendment in section 112 would prevent the 
needs of | najor segments of American industry and the aca- 
from ot{ demic community from employing former ICA 
a unilat| ‘uployees for 2 years. It should be rejected, as 

it was last year, as unnecessary to prevent im- 
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proper activity, for which adequate legislation 
exists, aS an unwarranted penalization of Amer- 
ican business as well as of ICA employees, and as 
a crippling restraint on recruitment of skilled 
technicians. 


Provisions Omitted From House Bill 


Fifth, as to omitted provisions: An important 
omission in the House bill is provision for the 
continued availability of obligated balances of 
prior-year funds for use for the general purposes 
of the new appropriations. This authority has 
been in every previous act for the last 10 years and 
is essential to the businesslike and effective con- 
duet of this complex program, Its denial would 
preclude the deobligation and reobligation of 
these funds even though they were to be used for 
the same general purposes as those for which they 
were appropriated and obligated. This would 
seriously impede efficient program management 
and, in certain circumstances, require repudiation 
of outstanding commitments. The reinstitution 
of this authority is essential. 

Finally, the deletion on the floor of the House 
of the reappropriation of unobligated balances, 
despite the intention of the House Appropriations 
Committee that these be available in addition to 
the specific new appropriations, has the effect of a 
reduction of $42 million. These funds are essen- 
tial and their addition was intended by the House 
Appropriations Committee. The restoration of 
these funds is urged. 

Gentlemen,~ the provision of adequate funds 
and the removal of unnecessary and impeding re- 
strictions on their use are essential to an effective 
Mutual Security Program. 


Department Urges Senate Approval 
of Tax Convention With India 


Statement by Under Secretary Dillon * 


It is a pleasure to appear before you in support 
of the tax convention with India.? In doing so I 
wish to discuss the foreign policy considerations 
involved in this convention, particularly as they 
relate to the tax-sparing provision, article XII of 
the convention. 


1Made before the Senate Foreign Relations Committee 
on June 28 (press release 360). 
? For text, see S. Ex. H, 86th Cong., 2d sess. 
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The committee is fully aware of the importance 
the United States attaches to economic progress 
in the less developed countries of the free world 
and to the vital role which private capital can 
and does play in that progress. You are also 
aware of our policy to stimulate further the flow 
of private capital to encourage the maximum of 
private participation in the development of less 
developed areas. We all recognize the fact that 
Government funds, while still required in large 
measure, cannot do the developmental job alone. 

United States direct private investment abroad 
has tended to increase in recent years; however, 
the share of this investment in the less developed 
countries, particularly Asia and Africa, remains 
disappointingly low. The average annual flow of 
U.S. direct private investment in the general area 
including Africa, the Middle East, and Asia since 
1953 has amounted to about $158 million, a mere 
13 percent of the global amount. At least 60 per- 
cent of this investment has been in the petroleum 
industry. Even the sharp spurt in our total for- 
eign investment in 1956 and 1957 did not appre- 
ciably increase the flow to Asia and Africa. 

TI shall not go into the reasons for the low level 
of our private investments in the less developed 
countries. They are many, and the committee has 
heard them before. But I would like to emphasize 
that an important factor deterring an increased 
flow of private capital to less developed countries 
is the existence in many of those countries of an 
unfavorable investment climate. We are con- 
stantly seeking to encourage and assist these coun- 
tries to improve their investment climates in order 
to promote investment and development. 


Need for Private Investment in Development 


The Government of India shares with us a 
recognition of the importance of the private sector 
generally and of the need for foreign private in- 
vestment to supplement India’s own resources in 
its great developmental effort. In the past few 
years the Indian Government has taken concrete 
steps to improve the investment climate for domes- 
tic private enterprise and as a means of encourag- 
ing an inflow of foreign private capital. It has, 
for example, established a number of institutions 
to provide medium- and long-term credits to pri- 
vate firms. In addition to the successful Govern- 
ment-owned Industrial Finance Corporation, a 
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completely privately owned investment institu 
tion has been in operation since 1955, aided by a) 
Jarge interest-free loan from the Indian Govern. 
ment. That Government has also used various tax 
concessions to encourage private industrial devel-! 
opment. Since 1949 all new industrial undertak. 
ings have been exempted, for 5 years from the 
start of manufacture, from the payment of cor.’ 
poration income tax on income up to 6 percent per, 
annum of their invested capital. Since March 
1954 all industrial enterprises have been granted’ 
a development tax rebate equal to 25 percent of 
the cost of new plant and machinery in addition 
to existing liberal depreciation allowances. The? 
wealth tax introduced in 1957 was abolished this 
year. There have been other tax incentives as 
well, described more fully in the technical memo-' 
randum which I understand the Treasury De- 
partment has prepared for your committee’s use, 

Of particular significance to U.S. investors was ! 
an invitation issued in 1957 by the Indian Govern- 
ment to foreign investors to construct fertilizer, 
plants in India and the conclusion in 1957 and’ 
amendment in 1959 of an investment guaranty 
agreement with the United States. Under this 
agreement investment guaranties of $7 million/ 
have been issued and applications are being proc-| 
essed for an additional $77 million. In addition, 
the Indian Government has warmly welcomed the 
four U.S. trade missions which visited India over 
the past 18 months. The members of these mis 
sions were favorably impressed by the prospects 
for expanded trade with and investment in India. } 

These developments are, of course, highly en- 
couraging to the United States and the free world. 
I am sure you will agree with me that the succes! 
of the Indian experiment—an experiment towar( 
economic progress in a free and open society— 
is of vital concern to us, particularly when many’ 
countries of Asia and Africa are watching closely 
the relative efforts of India and Communist China 
India is one of the few less developed countries i! 
which conditions are particularly favorable fo 
economic growth. We are supporting a greate! 
concentration of effort in economic assistance fo!’ 
these countries and are seeking to supplement thi 
governmental effort by private means wherevel 
possible. 

One of the ways in which we hope to suppo" 
the endeavor of the Indian Government to attrac’, 
more private capital is by concluding the ts 
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convention which is now before your committee. 
In the past we have found tax conventions ex- 
tremely valuable in our economic relations with 
the more developed countries because they mini- 
mize or eliminate the extra tax burden which 
would otherwise exist. Tax treaties also create a 
favorable trade and investment atmosphere by 
bringing about a broad adjustment of two tax sys- 
tems in such a way that movements of trade and 
investment are facilitated and conflicts of tax 
policy are greatly reduced or even eliminated. We 
now have tax treaties with 21 countries which 
place our economic relations with these countries 
under a clear and consistent tax regime. 

Our tax treaties are, with only two exceptions 
(Honduras and Pakistan), with the more fully 
developed countries. Despite their obvious value 
tothe United States and other developed countries, 
the reciprocal advantages of the treaties have un- 
fortunately been far less apparent to the less de- 
veloped countries. Their general lack of interest 
in concluding conventions with us in the past has 
been due primarily to the fact that they are capital 
importers, not exporters, and their companies do 
not as a rule invest abroad. Accordingly, bene- 
fits appeared to be largely in our favor and revenue 
losses almost entirely on their side. It is only 
recently that the less developed countries have 
begun to view with considerable interest the tax 
convention as a vehicle for attracting U.S. private 
investment. This is essentially because we have 
on a number of occasions announced our willing- 
ness to introduce a new element in our conventions 
which would give recognition by means of a credit 
to tax incentives adopted by less developed coun- 
tries to attract new capital. I am referring here 
to the tax-sparing provision such as the one con- 
tained in the convention with India. We have 
included this provision in two other conventions 
which have been negotiated but not yet signed. 
In addition, discussions have been held with six 
other countries on tax conventions which would 
include a credit for tax sparing. 

As you know, such a provision was also con- 
tained in the convention originally negotiated 
with Pakistan. However, the expiration of 
Pakistan’s incentive law before final ratification 
of the convention removed the basis for the tax- 
sparing provision, and it was therefore excluded 
from the treaty by recommendation of your com- 
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mittee.’ In taking this action you will recall that 
your committee made it clear that it did so without 
prejudice to its future consideration of the tax- 
sparing principle. 


U.S. Position on Tax-Sparing Principle 


The tax-sparing provision in the Indian treaty 
is inherently reasonable, is in line with our treaty 
policy, and will accomplish our policy objectives. 
A few words about each one of these points will 
clarify our position. 

Tax sparing is inherently reasonable. We 
should make it possible for underdeveloped coun- 
tries to use tax incentives as a policy device for 
the encouragement of private investment in a 
given field. If a less developed country wishes to 
attract domestic and foreign capital into new in- 
dustries, tax incentives are clearly among the tech- 
niques which that country may utilize. Such a 
country would be expected to welcome action by 
the United States which would recognize the spe- 
cial benefit which it is granting to an industry. 

Tax sparing is, further, an extension consistent 
with our treaty policy. Our basic principle of 
taxing all income of all United States nationals, 
residents, and corporations, no matter where such 
income originates, requires modification at many 
points. Its main corrective is the policy, confirmed 
in our treaties, of granting credit for foreign 
taxes—a policy by which we give foreign tax au- 
thorities a first claim on income arising under their 
jurisdiction. By the tax-sparing principle we con- 
cede to them the further power not only to tax 
but to forgo taxes. The credit for tax exemption 
leaves the foreign tax authorities free to exempt 
new investments from taxation secure in the know!l- 
edge that these exemptions will not be nullified 
by the operation of the U.S. tax-credit mechanism. 

The tax-sparing principle will improve our re- 
lations with many less developed countries, be- 
cause they consider tax sparing a significant step 
toward a reconciliation of their and our tax 
philosophies. 

The tax-sparing device, almost alone among 
measures for the encouragement of private in- 
vestment, permits us to extend tax benefits selec- 
tively to areas and under conditions which will 
directly further our economic policy. It is in the 


’ For background, see BULLETIN of June 8, 1959, p. 853. 
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less developed areas that this device proves to be 
most useful, and it is our intention to continue to 
negotiate tax-sparing provisions only after care- 
ful examination of the local tax concessions and 
the way they are administered. 

Tax sparing is geared directly to the economic 
policy objectives of less developed countries. It 
operates only if and when new industries are actu- 
ally established. Thus the prospect of increased 
economic activity, and the prospect of a broader 
tax base, is tied directly to the temporary revenue 
concession offered. By enabling less developed 
countries to use this tool as far as American in- 
vestors are concerned, we can hope to open up a 
broader field for the private sector in general. 

In conclusion I wish to state that the tax treaty 
with India should make an important contribution 
to sound economic relationships between our two 
countries, and accordingly, on behalf of the De- 
partment of State, I urge its ratification. 





TREATY INFORMATION 





U.S. and Mexico Agree To Extend 
Aviation Agreement Until August 14 


Press release 372 dated June 30 


Manuel Tello, Minister for Foreign Affairs of 
Mexico, and Robert C. Hill, U.S. Ambassador to 
Mexico, on June 30 concluded at Mexico City an 
exchange of notes extending for 45 days the provi- 
sional arrangement on civil aviation between the 
two countries, which was due to expire on that 
date. 

The agreement to extend the present arrange- 
ment until August 14, 1960, was based upon the 
mutual desire of both Governments to provide ad- 
ditional time to complete the air transport talks 
which were initiated at Washington on April 26, 
1960." These talks were recessed on May 13, 1960, 
at which time both delegations agreed to consult 
their respective Governments to review the prog- 
ress made and obtain further instructions. It is 
expected that the talks will be resumed at Mexico 


For background, see BULLETIN of May 16, 1960, p. 804, 
and June 6, 1960, p. 941. 
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City in 2 or 3 weeks, the exact date to be estab. 
lished in the near future by mutual agreement) 
between the two Governments. 


Current Actions 


MULTILATERAL j 


Aviation 

International air services transit agreement. Done at 
Chicago December 7, 1944. Entered into force for the 
United States February 8, 1945. 59 Stat. 1693. 
Acceptance deposited: Korea, June 22, 1960. ) 


Wheat | 

International wheat agreement, 1959, with anner, 
Opened for signature at Washington April 6 through} 
24, 1959. Entered into force July 16, 1959, for part I 
and parts III to VIII, and August 1, 1959, for part II 
TIAS 4302. 


Acceptance deposited: Netherlands, June 27, 1960. , 


BILATERAL 


Chile 

Agreement extending the technical cooperation agricul: | 
tural and livestock program agreement of January 16, 
1951, as amended (TIAS 24380, 2514, and 3268). Signed 
at Santiago June 15, 1960. Entered into force June 
15, 1960. 


Denmark 

Agreement approving the procedures for the reciprocal 
filing of classified patent applications in the United 
States and Denmark. Effected by exchange of notes 
at Copenhagen June 13 and 20, 1960. Entered into} 
force June 20, 1960. 


India ) 

Agreement providing for a grant of nuclear research 
equipment in the field of agriculture (gamma irradia 
tion and fly sterilization facility). Effected by ex 
change of notes at New Delhi April 22 and June 13,} 
1960. Entered into force June 13, 1960. 


Israel 

Agreement supplementing the agricultural commodities 
agreement of January 7, 1960 (TIAS 4401). Effected 
by exchange of notes at Washington June 30, 1960. 
Entered into force June 30, 1960. 


Mexico 

Agreement extending the provisional air transport agree 
ment, as amended (TIAS 3776, 4099, 4269). Effected 
by exchange of notes at México June 30, 1960. Entered 
into force June 30, 1960. ) 








Turkey 

Agreement amending the agricultural commodities agree 
ment of December 22, 1959 (TIAS 4391). Effected by 
exchange of notes at Ankara May 31, 1960, Entere 
into force May 31, 1960. 


United Kingdom 

Agreement concerning the establishment in the Baha ) 
Islands of a long-range aid to navigation station 
Signed at Washington June 24, 1960. Entered into 
force June 24, 1960. 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 








Security Council Considers Argentine Complaint on Eichmann Case 


The U.N. Security Council on June 22 and 23 
debated an Argentine complaint concerning the 
transfer of Adolf Eichmann from Argentina by 
Israel. Following are two statements made in 
the Council by U.S. Representative Henry Cabot 
Lodge, together with the text of a resolution 
adopted on June 23. 


STATEMENT OF JUNE 22 
U.S./U.N. press release 3420 


The matter before the Council concerns the re- 
moval from the territory of Argentina of Adolf 
Eichmann, for the purpose of putting the said 
Eichmann on trial before an Israeli court on 
charges of responsibility for systematic mass 
murder of Jews and others in World War II. 

Clearly the way in which Eichmann was appre- 
hended has been the cause of an unfortunate strain 
in the relations between the two countries most 
concerned, whose relations normally are friendly. 

In these circumstances the United States be- 
lieves that three considerations are uppermost. 

First, nothing which we do or say in the Coun- 
cil should further impair or complicate or em- 
bitter the otherwise normal and good relations 
between Argentina and Israel, or make a fair set- 
tlement of this matter more difficult. 

Second, in the interests of peace and good order 
among nations, international law and practices in 
such matters as this should be upheld. 

And third, the whole matter cannot. be consid- 
ered apart from the monstrous acts with which 
Eichmann is charged. He has been charged with 
the systematic slaughter of some 6,000,000 people 
Whose offense under the Nazi law, which he served, 
was that they were Jews. It is a record of mur- 
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der so savage, and so staggering in its extent, that 
even our century of colossal tragedy and endless 
brutalities has witnessed nothing to surpass it. 

In lists submitted to the United Nations War 
Crimes Commission, Eichmann was described as 
a war criminal by at least three of the countries 
which suffered under Hitler: I refer to France, 
Czechoslovakia, and the Netherlands. He is re- 
ported also to have supervised mass murders dur- 
ing World War II in Hungary—that unhappy 
land. 

Mr. President, in view of this all too extensive 
background we can well understand the strong 
feeling of the Government of Israel, many of 
whose citizens are the children, brothers, sisters, 
and parents of people murdered in Europe hardly 
more than 15 years ago. 

The United States with its allies fought World 
War I] against-nazism. We were against it then; 
we are relentlessly against it now. 

If the Council will forgive a personal recollec- 
tion, I saw the concentration camp at Dachau at 
the time that it was captured by the Army. The 
memory of those literally thousands of piled-up 
human bodies will stay with me through life. 

We believe, therefore, that whatever action the 
Council may take on this matter, and whatever is 
said in this debate, we must make it clear that not 
only do we not condone the monstrous acts with 
which Eichmann is charged; we remember them 
with horror and with boundless pity for his 
victims. 

We may also, I think, repudiate the totally base- 
less Soviet innuendo that there is Nazi influence 
inNATO. NATO exists to defend freedom from 
totalitarianism. Let the Soviet Union attack it 
on that ground, if attack it they must in this 
debate. 
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Mr. President, this issue with which the Council 
must deal is the complaint of Argentina that her 
sovereignty has been infringed by the manner 
in which Eichmann was removed. It is on 
this account that Argentina seeks appropriate 
reparation. 

We understand clearly the concern of Argentina 
that its laws and its sovereign rights shall be re- 
spected so that order shall prevail. It is 
legitimate. 

Mr. President, the draft resolution before the 
Council * appears to meet the considerations which 
I have described. It is drawn up in moderate 
terms which in our view should not prejudice a 
peaceful solution. 

The United States would, however, like to sug- 
gest two additions which we hope will be accepted. 
We propose first an additional preambular para- 
graph to precede the paragraph which reads, 
“Noting at the same time that . . .” and so forth. 
This new paragraph would read as follows: 

Mindful of the universal condemnation of the persecu- 
tion of the Jews under the Nazis, and of the concern 
of people in all countries that Eichmann should be 
brought to appropriate justice for the crimes of which 
he is accused, 

I think that expresses what is in the hearts of 
many of us in the United States and in many 
other countries. 

We also propose that a new third operative 
paragraph be added which would read as follows: 

Expresses the hope that the traditionally friendly re- 
lations between Argentina and Israel will be advanced. 

Mr. President, we believe that these additions 
would improve the text and be in accord with 
the views of most members of the Council. We 
believe they also express the hope of Argentina 
and Israel. 

To sum up, we wish to see this question disposed 
of in a way which will make clear the world’s 
abhorrence of the crimes with which Eichmann 
is charged; which will uphold the rule of inter- 
national law; and, finally, which will help Argen- 
tina and Israel to solve this matter between them- 
selves and to renew their traditionally friendly 
relations. We believe the pending resolution 
with the amendments which I propose meets those 
requirements. 





1U.N. doc. 8/4345. 
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STATEMENT OF JUNE 23 
U.S./U.N. press release 3421 

In her speech yesterday the Foreign Minister! 
of Israel [Golda Meir] drew attention to the | 
phrase “adequate reparation” and inquired as to 
its precise meaning. She made the thoroughly 
reasonable contention that if the Council was t 
accept the phrase “adequate reparation” the Coun. 
cil should know beforehand what “adequate rep-| 
aration” was intended to mean. 

Accordingly the United States now wishes ti 
state its view of what this phrase means. 

The United States considers that “adequate ) 
reparation” will have been made by the expres 
sion of views by the Security Council in the pen¢-| 
ing resolution taken together with the statement) 
of the Foreign Minister of Israel making apology, 
on behalf of the Government of Israel. We there-| 
fore think that when we have adopted the pending } 
resolution “adequate reparation” will have bee 
made and that the incident will then be closed. 
The normal and friendly relations between the 
two Governments can then progress. 

It is on this understanding of the meaning of 
this resolution that the United States yesterday 
stated its position. 


TEXT OF RESOLUTION ? 


The Security Council, 

Having examined the complaint that the transfer of 
Adolf Eichmann to the territory of Israel a, 
violation of the sovereignty of the Argentine Republic, 

Considering that the violation of the sovereignty of 8 
Member State is incompatible with the Charter of the} 
United Nations, 

Having regard to the fact that reciprocal respect for 
and the mutual protection of the sovereign rights 0 
States are an essential condition for their harmonious 





coexistence, 

Noting that the repetition of acts such as that givilé 
rise to this situation would involve a breach of the pril 
ciples upon which international order is founded creat 
ing an atmosphere of insecurity and distrust incol 
patible with the preservation of peace, ) 

Mindful of the universal condemnation of the persect: 
tion of the Jews under the Nazis, and of the concern of 


*U.N. doc. S/4349; adopted by the Council on June » 


by a vote of 8 to 0, with 2 abstentions (Poland, U.S.S.R.) 
In accordance with the charter provision that “a part! 
to a dispute shall abstain from voting” (art. 27(38)), Ar) 
gentina did not participate in the vote. 
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people in all countries that Eichmann should be brought 
to appropriate justice for the crimes of which he is 
accused, 

Noting at the same time that this resolution should in 
no way be interpreted as condoning the odious crimes of 
which Eichmann is accused, 

1, Declares that acts such as that under consideration, 
which affect the sovereignty of a Member State and 
therefore cause international friction, may, if repeated, 
endanger international peace and security ; 

2. Requests the Government of Israel to make appro- 
priate reparation in accordance with the Charter of the 
United Nations and the rules of international law; 

3. Expresses the hope that the traditionally friendly 
relations between Argentina and Israel will be advanced. 


FAO Freedom-From-Hunger Campaign 
Receives Active U.S. Support 


Statement by President Eisenhower 
White House press release dated July 1 


On this day the Food and Agriculture Organ- 
ization of the United Nations has begun an inter- 
national freedom-from-hunger campaign.’ The 
basic objectives of this campaign are to raise levels 
of food production and nutrition for the people of 
the world. These objectives have the earnest 
support of us all. 

The world is confronted by two great problems 
in hunger : the needs of the present and the future. 
And the last is greater than the first. We must 
try to raise the level of nutrition for many mil- 
lions who now subsist on an inadequate diet, and 
we must find new sources of food for the rapidly 
To achieve this end 
all countries will have to exert supreme efforts and 
inventiveness. 

The United States took an active part in the 
formation and development of the Food and Agri- 
culture Organization. We continue to support it 
as an instrument for intergovernmental consulta- 
tion, for the exchange of information, and to spon- 
sor separate and collective actions by its member 
countries in raising levels of nutrition. We wish 


, the. Director General of FAO and his staff all 


Suecess as they carry forward their program of 
work, of which this campaign is a special part. 
Through our food-for-peace efforts we are advanc- 
ing the objectives of the campaign, and we are 


Working with other countries in the common task 
e__. 


‘For background, see BULLETIN of Jan. 18, 1960, p. 94. 
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of improving humanity’s standard of living which 
gives substance to our hopes for the peace and 
freedom of all peoples. 


United States Delegations 
to International Conferences 


ECE Steel Committee 


The Department of State announced on June 22 
(press release 345) that Maxwell D. Millard, Ad- 
ministrative Vice  President—International, 
United States Steel Corporation, will serve as 
delegate to the 24th session of the Steel Committee 
of the United Nations Economic Commission for 
Europe, which is scheduled to be held at Geneva 
June 29-July 1. 

Mr. Millard will be assisted by Robert D. Wood- 
ward, economist, Bethlehem Steel Co., and George 
M. Pollard, First Secretary and Economic Officer, 
U.S. Mission to the European Communities, 
Luxembourg, alternate delegate and adviser 
respectively. 

The U.S. delegation will present a proposal for 
the study of comparative factors which affect pro- 
duction and trade in steel products in both Europe 
and the United States. 


International Conference on Public Education 


The Department of State announced on July 1 
(press release 374) the members of the U.S. dele- 
gation to the 23d International Conference on 
Public Education, sponsored jointly by the United 
Nations Educational, Scientific and Cultural Or- 
ganization (UNESCO) and the International Bu- 
reau of Education (IBE), which will be held at 
Geneva, July 6-15. 

The U.S. Government will be represented at 
this annual conference by the following delegation: 


Samuel M. Brownell, chairman, Superintendent of Schools, 
Detroit, Mich. 

Leo P. Black, Assistant Commissioner in Charge of In- 
structional Services, State Department of Education, 
Denver, Colo. 

Romaine P. Mackie, Chief, Services for Exceptional Chil- 
dren and Youth Section, Office of Education, Depart- 
ment of Health, Education, and Welfare 

Fredrika M. Tandler, Assistant Director, International 
Educational Relations Branch, Division of International 
Education, Office of Education, Department of Health, 
Education, and Welfare 
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African Posts Elevated to Embassies 
Léopoldville 


The Department of State announced on June 29 (press 
release 370) that the American consulate general at 
Léopoldville, Republic of the Congo, would be elevated 
on June 30, 1960, to an embassy upon the formal attain- 
ment of independence by the former Belgian Congo. The 
United States first opened a consulate at Léopoldville in 
1884. 

Clare H. Timberlake has been nominated by the Presi- 
dent to be the first U.S. Ambassador to the new Republic. 
Until Mr. Timberlake’s appointment has been confirmed 
by the U.S. Senate, John D. Tomlinson, who has been 
eonsul general at Léopoldville since 1958, will serve as 
Chargé d’Affaires. 


Mogadiscio 
Press release 371 dated June 30 


The American Consulate General at Mogadiscio, Somali 
Republic, will be elevated on July 1, 1960, to an embassy 
upon formal attainment of independence by that nation. 
The Somali Republic incorporates the former Somalia, 
a U.N. trusteeship under Italian administration, and the 
former British Somaliland, known simply as Somaliland 
since it obtained its independence from Great Britain on 
June 26, 1960. The United States first opened a consulate 
at Mogadiscio on July 1, 1957. 

Andrew G. Lynch, consul general at Mogadiscio since 
1958, has been nominated by the President to be the first 
U.S. Ambassador to the newly independent Somali 
Republic. 


Consular Agency Established at Beira 
Press release 376 dated July 1 


The Department of State on July 1 established a con- 
sular agency at Beira, Mozambique, to provide normal 
services for American citizens who visit that city. Robert 
Lee Peace, an American businessman resident at Beira, 
has been designated acting consular agent. 

Mr. Peace’s initial functions will be to assist American 
merchant ships and seamen and other American citizens 
who frequently visit this east African port. When com- 
missioned as consular agent upon completion of formal 
procedures already initiated, he will perform notarial 
and other consular services. 

The consular agency at Beira will be under the super- 
vision of the consulate general at Lourenco Marques, 
Mozambique, which lies 500 miles south of Beira. 


118 


Beira is the second city of Mozambique, an important 
port, and the largest industrial center in the Portugueg 


overseas province. It is the principal eastern terminy 
of the railroad from the Belgian Congo and the Feder,. | 
tion of Rhodesia and Nyasaland. Beira is served by 
many shipping lines, including U.S. companies. 


Designations 


John M. McSweeney as Director, Office of Soviet Union } 
Affairs, effective June 16. 





Check List of Department of State 
Press Releases: June 27-July 3 


Press releases may be obtained from the Office 
of News, Department of State, Washington 25, D.C. 
Release issued prior to June 27 which appears 
in this issue of the BULLETIN is No. 345 of June 22. 


| 





No. Date Subject 

356 6/27 French trade liberalization. 

357 6/27 Herter: independence of Somaliland. 

358 6/27 U.S. program for disarmament under ) 
international control. 

*359 6/27 Delegation to Somali Republic inde 
pendence ceremonies. 

360 6/28 Dillon: income tax convention with 
India. 

361 6/28 Herter: Senate Appropriations Com- 
mittee. 

862 6/28 Dillon: Senate Appropriations Com- 
mittee. 

363 6/28 Davis: Freedom Day ceremonies. 

*364 6/28 Lynch nominated Ambassador to So- 
mali Republic (biographic details). 

*365 6/29 Career ambassadors Sworn in. 

366 6/29 Memorandum submitted to  Inter- 
American Peace Committee on pro- 
vocative actions of Cuban Govern- 
ment. 

*367 6/29 Timberlake nominated Ambassador to 
Republic of the Congo (biographic 
details). 

368 6/29 Loan to Guatemala (rewrite). 

*369 6/29 Nomination of career ministers. 

370 6/29 Post at Léopoldville raised to embassy 
(rewrite). 

371 6/30 Post at Mogadiscio raised to embassy. 

372 6/30 Civil aviation agreement with Mexico. 

1373 6/30 Independence of Somali Republic. 

374 7/1 Delegation to International Public Ed- 
ucation Conference (rewrite). ) 

375 7/1 Dillon attends meetings and talks in 
Europe (rewrite). | 

376 7/1 Consular agency opened at Beira, Mo- 
zambique. ) 

*377 7/1 #Amendments to itinerary of King and 
Queen of Thailand. 

1378 7/1 Delegation to Development Assistance 
Group meeting. 

379 7/2 U.S. note to Soviet Union. 

1380 7/1 Educational exchange agreement with 


Korea. 





*Not printed. 
‘Held for a later issue of the BULLETIN. 
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OFFICIAL BUSINESS 


FOREIGN RELATIONS OF THE 
UNITED STATES 


The basic source of information on 
U.S. diplomatic history 


1942, Volume |, General, 
The British Commonwealth, The Far East 


De : artment The Department of State recently released Foreign Relations 
ww D of the United States, 1942, Volume I, General, The British Com- 
monwealth, The Far East. This is the first of the six regular 


annual volumes scheduled for publication in the Foreign Fela- 
of tions series for 1942. 


Subjects treated in the General section include the United 
Nations Declaration, the Permanent Court, war crimes, relief 
problems, postwar economic and financial planning, exchange of 
officials and nonofficials with enemy countries, protests by neutrals 
against certain features of the Selective Service Act, and inter- 
national agreements regarding wheat, sugar, and tin. 

The section on the British Commonwealth of Nations relates to 
agreements with the several members of the Commonwealth in 
connection with the conduct of the war and to the interest of the 
United States in situations affecting the war effort. 

The Far East section contains correspondence regarding Japan, 
Korea, the Philippines, and Thailand. 

Copies of the volume may be obtained from the Superintendent 
of Documents, U.S. Government Printing Office, Washington 25, 
D.C. for $3.50 each. 


Order Form Please send me copies of Foreign Relations of the United States, 


1942, Volume I, General, The British Commonwealth, The Far Eas. 
Supt. of Documents 


Govt. Printing Office 
Washington 25, D.C. 


Enclosed find: 


(cash, check, or money 
order payable to 
Supt. of Docs.) 





